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'' REASONING ou Oii&gs by %Hrto i» lb« 
wayr •ay^ Sir WiWwn Dfctwftttt, '^to coitetr^ 

MdWvely, il tfie olg^tof the pftoettt leoiid/^ 
Th« ttuM^ ta be re^Mo^d itpdbine the dpimoiii 
of tfaiB Bi|l^]krCoiKi9iitte<& ; rad the figures^ tb 
be 0mfioy^ are chiefly tttose .isQnta^Md is tlie 
Apt>endik t» k^ Report; Ah^tict jfeaBonit/g it 
fMd^ to v^ pvLtpo^i my oh^^nratkins will 
be {teodttd whoilor dO' faeH aad these Witt bei 
itttlodiited .wi^ iuch .dtteiisoi^y «s we d^ 
cessary to render their apipKeaf io& intelligibk^ 
fir tbptfe who bave; not tfae^ Report^ witb its Ap- 
pendbi^ ifDimadiatdy before th^^ 

ill tite, cArly patt. of 1809# die fimigA es>- 
oliu^cs (ncptiritfnted a ja^wi Mid tmueuiri: de^ 
pMmn^itt the^eame time^ tlM jjmse <4 iiM^ 



r 



2 

« 

bullion rose in aA equal degree, — and the vitia- 
tion, when at the hlghesl^ in October wd No^ 
vembj;r,,aniou9tedvto nearly 20 per cent 

The piiblki attention was drawn iti thi$ sub* 
ject by a pamphlet, published late in 1809f 
(the substance of which had previously appeared 
in the Morning Chronicle,) entitled, " The h^h 
Price of Bullion a Proof of the Depreciation 
of Bank-Notes.** ^Thi& pamphlet, by Mr. Eicar- 
do, is wholly theoretical, and, so far, unsatisfac- 
^ tory ;-^because the theories are not brought 
to the test of experiment. Other publications 
fdllowed, ^m the same subject, but I particularly 
allude to Mr. Rica^o's work, not only as hav- 
ing been the* immediate cause of the inquiiy 
which has since taken {dace, under the autho- 
rity ofthe house of commons, but as a syllabus of 
the Report which has been presented by the Com- 
n^ttee : and I refer, directly, also to a pamphlet 
published by Mn Mushett, of the Mint, be- 
cause the tables annexed to it are essaitutlly 
useful to the inquiry, and are not found, at 
least not in so convenient a shape^ in the Ap- 
pendix to the Report. : . . 
' At the commimcement of the last session of 

*  

Parliament, a select Commi^e of the House 
ofvConunnits was appointed to '^ Inquire into 
f:he cause of the htj^ "price of bulfion^ and to 
take^to consideration the state of the cireu* 



laling mediuii), and of the exchanges between 
Great JIMtain and foreign parts.'* The Gem- 
mittee sat iip\rards of three tiiontfas^ and, at the 
latter end of th6 session, presented ajteport; 
with a copious Appendix of evidence and do* 
eunlents^ which supplies, in great , measure^ 
l3)e deficiency complained of in Mr. Ricardo^s 
voik. 

The Report is written in a tone of authority: 
which scorns doubt and spurns at hesitation ; 
it delivers, *^*as most dear/' opinions which the: 
4bommittee has fcrrmed most " decidedly,** on 
topics the nlost speculative; and treats as' 
vague and unsatisfactory the results of practice 
and the dictates of experience: a Report so 
framed, and emanating from such authority, is* 
scarcely tangible by argument ; but as omntpo* 
tenee itself finds its limit in contradiction, :so 
must authority itself submit to the higher au? 
Aority of fact. 

A rij^d inquiry into the accuracy of opinions 
so promulgated, on a subject of vital imports 
ance to the national interests, niight, under any 
circumstances, be justified ; but there is more 
than usual cause for inquiry in the present 
instance, because the opinions of the Gom-. 
mittee are altogether at variance with those of 
tiie persons selected for examination, and wha 
must* be presumed to, have b^en, at least in die 



W4t)» tte wbjfloti 4)]j$iiff)i( before %\»m 1 1^»» 

9Lffh ibfPf^rff, turn 9ppo9te o^iwy btf^m^ 

J^rlMWlf Qti Ml tb» ^4mf»» ^ iiismn«fi, pf tlw 

l^tim^ OP ik» ^owse of fi«c}]iy)g«/ w^ jl^. 

jt(i0b iifhyiMipn; the ^m ^mmeti&^^}fymiH 
the substance of the Report, the otherpracjjn^^ 

Uodfr th^f^e dtmimetfuieeii wlwut opiiiki% 

iMWt to boM ? '' Wluen » 1:bAt>r«fB ii prppaM^ 
tp a vitib^nw^ian, tb^ #rit; ihmg be 4oes;ytlJI: 

if it protfu^ift felM fOBult h9 »i 9ur« then 
vm9t bs mviQ raror m tbe lirai^QAtotioOf'W 
Tb^ pui^k mu9t pmc^ ia tbis ^ fl^ay M4tl^ 
ilie Bcport, ft&d submit ite Ibmries tQ tbe 
test of fsM^t 

^ The question referred to the cQMl^^S^^Vfk 9i 

the Committer vis* the efui^ of tb« high 
piifitf of btitlk>B» maHA »q direct Miver m tb» 
D.epoii;;'rTrbut; the ChmmiUm has {^ffinred « 
variety of opinioiis, md lii4 dow^ $w«m\ aiMf i 
(ibe truth of which I am pr«s#e{ly to, M^ertWAi) 
^fQm which, they dfdtMe the isferaoce, tb»t t^ 
poesent h^h prii^ of UxWnm Mid tow intM <tf 
»cha»ge ans teamed by an ^icc«9s in tbe^ »r 
poupt, and (OQMqueotdfpifcbrfiiii ktlK va^ 



W^H^b this j#pimQ9 M f««oii6d, : cannot be itow 
QMM^seljT or MttskiOtoi^ 3ttted than by ^^ 
iwfl f§fyT^M§ i^ ilM iitMIgM in the fieport,' 
mA tfair rair^ipM^iiig pMsafes k tb0 pther pubK^ 
WlitoSil ]Mtm^«fPMd» applicabi? to this partof 
Ifai^ AiiiiJQ0t: Thb notion ura» £r(l! MUggested bf 
Mr* RicardOt ii#) states, ^^That Pariianrort;^ 
by restnctiag th« fimk^fimi paymg m. ^leeia^ 
bavf widbif 4 tii« eoneliiotois of* that eom^ii 
Id iMTQite or itkoDaanf, at pkawfe, (ho qaantittf 
-and asnwiit ofldieiir nbtea. (latBd. p. $%)i 
Mr. Mftshatt aaya, ^^ Therfi mn now^ lesakt' no 
pMsible ebatdde to the inoreitaa of their notea 
hmwhac tfafipowa^prud^noo wgge^b.^f (p.4h) 
And the £la^initta» ateta, eirpresAiy, that ^' Tha 
awfeos^oa c£f oash-ifiiayiisafiti h^ hadthaefftol 
of co«imittii)g into the hasub of the {Hreotom 
of tha 9ank of £i\g}and, to be exerotaad hf 
tlmr aola iltaorotiQii/ the important charge of 
anifilyiqg the C!oiipt|y with that qn^tity of 
oirooHtiog nmdiiim, which ia exaet|y proper* 
li^mltatha wantaandoecaiiims of the p)]tfc^5 

1 lo tho esiRciaa of tha poorer the Aiiik, it ii 
oaaumad, has pot bean auttcrmt\y guarded; 
lAd the canaaqiienoa iy, oeoqfdifig toMr. R|> 
aMido, ^^That thf papaMsufreolcy of this coun^ 

iiaa^ io«p been, and now ip^ (D^ l l«O90'«^ ^ 
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fiattk 6f Ettgknd, tM migfffblfj^ tO <h« jM»> 
pmsiOtt <ff cash'psymeiiM, If bid) itMoVfd tlK 
liatdta! And f ruc c6ntf<«t!.* (page 30.) 

My pttrpos^ }$ to iti(c«rt<iiii fhd ftiiffidtiEU^ df 
<iiegrmmd$ orti vrhidh tltef^0|>t8idfi»'aie'fdttt^ 
«d,-*4ibe truth itt p6ira (^ fact ctf th*'iMlVert4 
j»rop6si«fcfhs laid d6w« by tll« CbitftftftttW. 

Xti. Thkt thti i^iiJ&liilfifM of ^ e»6h4ii|g^ fillii 
fbfeigtt C(W«trie» eaft m^m, fof 4fiy ^oiiAideliiV 
Wis tfrae, e^ceeSd the ekpens* of fra«^dfii«| 
attdfaisttfiDg' the pfftciotfcf ttetiii^ ittfsa ond' C(mit>> 
try to tfte othet; 

sd That ttftf prke 6f Odd Biffl6ft tifUt ncvet 
exceed tlte liiJirt-price, ittftess tfi* ctettt»€y» 
in which it is paid, is depreciated bel6^ Htk 

S6. That, so ht »a taty Mitea6e i» t^ ht 

ftfld hiypdrtfr, ^ «tE(te df ^6 ^imIm^^ otigftt 
t<3f be pttnlKariy ftvouittbfei 

4tlr. TWat the Bank, dating flie rt*ftteti^, 
possesses- ticfetsively <*k ptwrff of fittritlug «h« 
nrcura.tn}!!' or cKttiK'Tiotes; 

^. That the cittJuftttteft df -^diittiy BaAJl* 
ndtes ^e^i; ttpKW, ami £f pMjpiiOfdottattf f^, 
ttre issues 4&nit»eBaftlt 

likttfy. Th4t flje ftftper-eutrettey i* tid# ex* 
eeiMtve, «f^ depteektted it tampeatimik #f <li 
gold^ aMthat the Bighpfic^ ctf RititofrlMl t(»# 



.welias.thesigppf, ^^cltdepr^ia^ i... (,.; 
« Before 1 ajtteippt tgt Jny^sti^te ti^e- trutn of 
tiiifpe • propositions^ bjr r^^fer^ce , tp ^ the dpoij- 
oients^ with whiclx .thi^ JLeportha^ ' furaisned 
lae, it may be ^cpmyenieut to ^sge?taiu wha^ 
ou a full admission of 4II the argun)e943 and 
fj^asoiungs of the C«>r^nih;tee, is. the extent of 
tjbe eyil they point out^ what the jw-esent state 
p£ the iiational oavienQy^ as resHiltii^g from the 
criteiian established ill the Repoi^t 
. . These H annexbd t9 Mr. Mushettf s p^impiilet a ta- 
ble, shewing, . 1 st^ the rate of exchange with Ham- 
tv'oj and |^a,ci^>f9^ 50yjear$ past, and how much it 
jm^beeoy in ^ each ixistance, above or below pan 
$d* The price of gi)ki in London, and a com-* 
jiarji«9iL pf tl^is jnfice with the £n^ish standard, 

^rwiiifc.piK^.,,:,. ;,.,;, ,;,.„; •. • •, 

^ ^^d,(Tbe amoo^tpf bank-notes in circulation, 
;^i4 tb^ nte of their, a^umed depreciation^ b^ 
jliff^mffixtM^m gold ; 

^^,..0|^^f4p;ence to.the^ ti4)le3^ it appears that^ 
ifqcr^r^ut twc>ye»r$;wtecfdei^tl;y to the suspension 

some degree, unfavourable to. England; that, at 
l2^ ii»0i0dkrke fjier^l of jtbf, suspend and for 
4#9'^rtr and a l»if lucceediipg th«t meamiKp, 
'jBbirt l^dy/ 1796 to Jtfly I79S>, the €xehange 

^m?|ii.«^^^^^ '''. favonty Eii|gtM^ and goJi ; 



lo 

At the mintrpnct. That, between the end of 
1799 wd 1802, the exchange was against Loit* 
don and the price of gbld considerably above 
the mint-price. That, from the end of' 1802 
to the end of 1808, the exchanges were for six 
years considerably in favour of Great Britain, 
and the price of gold stationary, at 2| per cent 
above the mint price.* Subsequently to 
the end of 1808 the exchanges have fadlen^ 
the price of gold has risen as before stated, and 
these circumstances have led to the investtiga^ 
tion of the Colnmittee* It results from this 
reference, that, admitting the criterion established 
by the Report, as the test of an excess of 
paper, the grievance complained of is of recent 
dat^ that it had no existence for six years pre- 
viously to 1809, and that the circulation of 
bank-notes during this period did not therefore 
exceed the natural wants of the public and was 
not excessive. This inference appears undenia» 
ble. I do not mean to infer that 17 or 18 milH^^ 
ons of bank-notes then in circulation may not 
be too much, tinder other circumstances; but 1 
conclude^ that Mr. Ricardb's opinion, tlmt the 

* It iiaj be sakL, Uiat^vm then Uie price of g^^ 
the iniDt-firice; but it appears by the qoesttoni 4>f the Compritte* 
and Mr. Goldsmid's evidence tiailJ!|& supply •f^gold was 
TeryamaO, and the pfke of ^4 per os, was fixed by the Bank 
c«r England^ whence ''thi demand esettdtd all compttitieB.'t 
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paper-curren^ had hng ^C!M. 6iV6iii^ when he 
mrrotein l8Q9i was tncori^t, that Mr. Mushett 
had not referred to his tables when he stated, 
tliat the sign of this excess has been a perma^; 
nently unfavoiuablelexchuige. 

It results equally: from this theoiy, thatdu* 
>^g the year 19Q9> ^^d subsequently, the circus 
lation of paper hM been exoessivei because bodi 
the exchaqges and . price of bullion indfcatp 
auch excess^ During a part of this period* 
from July to Nqv, 1$09, the loss on the exr 
change amouiited to nearly SO per cent. We 
l^rn, however, from t^e Report, that,^ in the 
spring of 1810^ the exchanges experienced a 
gradual improvement, that on Hamhui^h rose 
from S8, the lowest rat^ to 31, thai on Ams^ 
terdam from 30 to 93: 5^ that on Paris 
from 19:6 to SI: IK '* The exchange on 
Hamburgh appearing (as stated in the Report) 
to be 9 per cent that on Amsterdam 7 per 
cent and that on Paris 14 per cent against 
this country. ''•^ These calculations do not ex*? 
actly agree with those of Mr. Mushett ; admitit 
ring; however, the correctness of the state* 
ment by, the Committee, a small proporrioi) 
pnly of the loss thus experienced on the 
exchanges with the omtinent is to be ascribed^ 
aocording to the opinion of the Committer tp 
ibe depredation of our currency. 



'. tttit']A4i«liil«>liM'4<]|ntbf t3ir 

and which tb^y ' c^nikter t« have- ; beai iang 

MttM *iid «ild««totJd,Hff Thak)-di4 diffiwe^oci 

<jf ejtcliainge' 4«*utth»f - ftota- tlB»:ii8t«te -'of 

trade and paymoiail'*lfewi«eeh!K««»'««Mtot|i6«i« 

liBtiterfby the«Kp«iwe «f'^nt<|yi«ig aoAwBiuAig 

Ulc >r«feib»*' twjteh ft©* -ftnt fediiHittjr-^ tlw 

d^er." It wM!''be' equlMljr aAfattM: that, ia 

Ihc etetit' yjf «* ii«ft^oi«alA#'b8*M»ee of pay- 

jftCtttSj. the de^resikrti of Hfo eJit<Jl»Bg(B unise ti©. 

e^ariiy Mtaiti' ikXi SimH bef«re"th«r. balMKO 

«an be a«5o«ted ^ tjw €«i»ttatiMi:«r goW. . '- 

- The €tf«ini{t«ei9 end«av«ifeMd t» tbeertiutf tb# 

«xteflC<^(%i6'ii!nil^ that Is lii^ «icp«itsd of|«ti4* 

Hig' bttlHen abf^adj' ilnder pif^MtiC- CMjotAm 

stMioesj atid tU^ MtotM lo the >:0bo^kifih>ii; 

** thtt (f^is «it>ea8e: {q, the l»t hadf (if tiiwIaBi 

.5»«!&i<^(!809) <Iid not eKoe^ 7< J>er< <Jett4.-*«nd 

they observe 1^ ui eKp«ti«e ti(ii tHci unMat 

dee» tiot aAbrd an ^dequtite expIUMitk>iP<4>f a 

fall ill' the e&c^mnges «d great atftdm >!€ to^M 

pep ecnfc below ^^ ^^The inqnttjwd- edit," 

they fl,dd, >' of> such remittance woidd-cxpli^, 

at l^oseiiKmecitA when the risk ww ^gi etfUflt, 

a fall of fidmethittg more ^ab 7 p*^ cMt. 

k the exehange with Hbmbuvgh mm! Holhlbd, 

and a fall still greater peihapfi in (he exchfUigt 

with Palis; btit <lie reit of ^e W "Vhioh H» 



• ^ a ««• • •, k* » m^ m ««/ «'^r4^ i* 
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• The^iipeMevof i^aendisig gold atocml mra« 
|ii(;tt^^fl^W*^' ^mtkMyiSbe^ •prioig of 1810 titan 
HI t]Mb«!|i$«iniii 0i>!ilM9';' aid'iti.fi^ws^ thenn 

90IM»i^<^ il^.;ioi0 ^ the>.]>utch mdiai^gct 

fei^aiiti^. Q9igl to the itxptmsd of ntn^g ffM 
9$ M.m KiiiU » i» i on itluii . on Hanibrugh per 
Ofiot* grei(bef{(iiiid tbtt^ oiistli^mcluLqge witk 

tC.seiidiQggoid toiPiMs :W99 noti iaiMsertaaoeA 
^kocordio^ IO)]Vkr Muthett^ caJroldtioiki of ^ 
fM^. botiMen. lioadofi iAd |^$i the losa on 
ihe Snwhi exehange; :wat fi . p^ cent man 
$fam tfas OKpente^of > sepding pAA to HoUand :^^ 
jAi tUs liflui'lbo'Stdte. of things ftr fiome moothi 

the f|«iad/. wlleii it im3^ f^rorikited^ nit ifti^ 
perhaps, with some/ be a sqbje<^ ) o£. tegrei: ^ 
•^t'tiiei)>magDfteferrai9''to the extjsenief* of 
iir. Mnrtet depreniaa <of ; the exch»ngfe ..-wm 
silt ttpBD00dy fu the>t0(r(lot had prorad it to 
lie one. of (thoae temponuy tffiscjta .which ti^ 
GcMmstlee htdpifvibuil^ dtirnmintA ^ db^ 

. IfV^htdmr/ bdwevec; tic di/Ekreac^ wlndi^m^ 
UBim to iie accoun ta) far in tab/oat other suMUttV 



u 



be i percent, or 1 1 per cent it is not neoesaary 
tjp travel out of the Report to assign a cause 
£^ri^ without recurring to depreciation :-^^' Ro» 
fening to the evidence of a continental merdiaQt^ 
4m whose opihicm the Gommittee appears to 
place much reliance/ they state: — -^ That poli^ 
tieal events, operating tipon the state of trade; 
may often have conti^uted as well to the 
rise as to the fall of the exchange; and^ in 
particular, that the first remarkable depression^ 
in 18099 is to be ascribedy as haa been stated 
in the evidence already quoted, to commerckrl 
events, arising out of the occupation of ^ the 
north of Germany by the troops of the 
French Emperor; the evil has been, that 
the exchange, when fallen, has not had the 
ftiU means of recovery^ under the existing 
system:'' — these means are exphtned to be, 
V the clandestine transmission of guineas, which 
Improved it for the moment by serving as a 
remittance.'' 

Thus, then, it appears, that^ on a full ad- 
mission of all the principles adopted by lim 
Committee, and of their ^tplication to the 
present case, the fbieign exdianges weie, at 
the time when the Bepojt was presented, 
and for three months prior thereto, about 2 per 
cent below the natural limit of depression ; that 
thisjBxcess was tli# emnant of a much greatw 



clejpression, occasioned by political events in 
ibe preceding year, during a period in which 
tile means of exporting English gold coin, at 
the mint-price, in payment of debts, were 
withheld.-*-rWhen it is stated thal^ for 6 months 
since the date of the Report, the exchanges 
have continued at or about the same standard, 
or rather higher, and that at present the loss 
on the exchange is barely equal to the expense' 
and risk of transporting gold, it will probably bo 
thought that the question, as a practical question 
of national importance, is altogether at rest— 
That there is no necessity, at leasl^ for the 
adoption of hasty remedies, even though the 
correctness of the general reasoning of the 
Committee should, on full inquiry, be conceded^ 
But I do not admit its correctness: I do not believe 
that the fall of the exchange and the encreaie4 
price of bullion indicate excess and consequent 
depredation of our paper-currency ; and I doubt 
it, because the premises, on which this opinion 
is founded, are-unsound, and the conclusions 
contrary to experience. 

: The basis of the argument of the Committee^ 
io the examination of which I now proceed 
ii that which I have shortiy stated in page S 
^ the first proposition, viz. ^* that the difierenot 
of exchange, resulting from the state of trade 
andpvymenti betweim two Q0Untrie9 is ^ndt»^ 



Id 

fay tte erfcimhf'Ccrtti^eymg'wBd intttamg tjbe 
piedcms . inetitb from ont eountrf to flie 4)<her9 
at l^»t, that it ciaiiotr '^^ any comMdetabiis 
tkiMV exceed that ii»it:^ (Rep^ftll^) the»» 
&iYe^ 4ill eKces4 of d^{»tgs«km #« tbe-ek^tlKitigei' 
lieyocid the eitp^fe df cl»tivtyasU30y i^ ta W 
attribotcd to^ depreckdon (^ ctev icMfevcfi 
Thii peopasitkm n ao fu% adttlltiicl^i iiMt M 
broadly srtated; meach of l^e |«l^cftiioM .to 
w&ich I have attuded, tfaattttefiot etiso gnariM 
by tlar cbndi^ii, that tint tptnitty^ Iby i»i»dt 
Ihe. balance of f^ymdtiU k doci^j sbsdt pcMsesi 
boMiao'r o^ specie sulSiesent to Kqiiida<3fr it ; btti»' 
lldtdlrf as the prkicrple is: aBs«jntt4 ^od aCfO^y^ 
n!feamix|ippMfR to kn€tkfia it^IhuiM: tiiat it u 
ikA^eaeEB^ tfae^ anid that ititt at^^mttceiri^ 
ftcfc- ^. : -^  . •• ..  'i '.• ' • • . I 

' It i»'^tsLitd^ in tile Roporit^ MrMk llief arii 
Amc& beibre the Camm^ttw (ff IT^IV ^tiiat 
Hie avei^ expense, at. t|i»t< tinMv oif ont^ 
tuymg" isp^de fndm Ldiidm to ^aaibui^i^ was 
9| ]^r' otfit. yec^ bn tefi^miciif to the! ebofse ^f 
exchange with Hamburgh, '» j Mr*' fMiabetfa 
tables^ ft 9tpptkT^ tk$Mf'^fc^im 'th§i hagoimkg of 
rr97-<«. «h«' middle 'of^oij^^ (cbeestchiiige 
waa ^(^ittiiu^ 9a f4vkiuifcfi6#iaitdBRbuii «u>ie 
ttMa'f tl#b:e '«h^'4^kp^e .0!S'decNrgrfti%''^<9^ 
imdp Ibl* veighte^tL ^Mohtj^aiiif -^at tnm, 11 to 



IT"— 



17 

j8 iner cgnt beyon4 such expense: nor do§s 
thi^,. prpfit ?PP^af to fea,ve occasioned ^iqt 
cog^id§j;^^lje. inipprUtiQji of gold, which, dur- 
ing fjjis pgjripd, fofij^ to the mint-price,- although, 
fpr i^jByeral yepr^ liefore^ it l^ad, nominally ^t 
Ieai|t, b?p.n, bplow if . . 

Jftfhe ye.ars If^^t tp 17(S?j pnor to the recoin- 
ag?, ^l^Jt the irpperfect state of the coins occa- 
yioqed gpjidtp.bg J? tp 3 pef cent, abov^t^he ipint:- 
pri^, . th§ (5|cchaiige with' Paris wa^ 8 tp 9 per 
cejjjt, ag^i^st Lppdoi},r-^t th^ same tipe the 
ex^cji^gg^ .with Ha^ibufgh w^ during the whole 
peri944 . ^ tf> & . ppr pent, iii favour of Londq^x ; 
hm J»|?P§9fil, fbep, ^ profit of Jg to J4 pqr 
cent, fey: the ?SPPPS^> . in time of peace, of 
paying the d^^bf to Paris y^ith gold froni Hain- 
burgh, which must have exceeded the fact \>y 
at le^^t .§. or IQ pef cppt. and it is wPithy of 
rem^irjc, th^t the average exchange with JJam- 
burgb, fprthejgars }76^ and 1767, pf 5 per 
cent in f^voiir .of Loodpn, added to 2 per 
cent the price pf gqld aj^ovp the mint-pricey 
con^titultiejd .9- pfPJPVXni.pf 7 per cent, on the 
impprtatipn pf; gpld into England,, or, deduct- 
ing 1^ p,er jcent. for ejcpejises in tiir^e of peape, 
a net pjpftt of - 5 per c^nt. yet the gxcfeang? 
wa? riot: rectified .thje/eby. Again, in. 177^? 6, 
and 7, stftfer tjjp r,ecp,inage, we find the e^vchange 
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on Paris 5, 6, 7, and 8, per cent, against London 
in time of peace, when half the amount would 
have conveyed gold to Paris, and one-fourth 
have paid the debts of Paris at Amsterdam. — 
In the years 1781, 2, and 3, being years of 
waj, the exchange was constantly from 7 to 
9 per cent, in favour of Paris; arid, during 
this period, gold was the common circulation 
of this country, and the Bank was com4)elled 
to provide it for the public at the mint-price. — 
It has been already shewn how little dFect 
the precious metals produced towards equalising 
the exchange with Hamburgh, during the years 
1797 and 1798; and another instance may be 
adduced in the years 1804 and 1805, ^^hen 
the Paris exchange varied from 7 to 9 per cent 
in favour of London. 

In every case here cited the fluctuations of 
the exchanges greatly exceeded the expense 
of conveying gold fi-om one cbuntry to the 
other, and to a much greater degree in most 
of them than in the present instance; the 
circumstances of the times were, it will readily 
be admitted, more favourable to intercourse, 
on those occasions, than they now are, and 
the state of metallic circulation afforded faci- 
lities not now experienced here. Yet, uhder 
all these advantages, the principlfe assumed by 
the Committee was not operative^ and cannot 
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therefore be admitted as a solid foundation 
for the superstructure of excels and deprecia- 
tion, attempted to be raised upon it. — If it 
be said .that probably, on these several occa- 
sions, gold was proportionately dear on the 
spot to which the exchange was unfavourable^ 
I admit the fact as probable, because I am 
without evidence respecting it; but, if the 
price of gold abroad enters necessarily into 
the calculation of the ^* natural limit" of depres- 
sion of the exchange, then the course of foreign 
exchanges, rectified by the expense of sending 
gold abroad, does not form a just criterion of 
the adequacy or excess .of our circulating 
medium. — 

There appears also a defect in the application 
of the principle to the particular case under 
the consideration of the Committee. — 

It is admitted in the Report "that the first 
remarkable depression of the exchange, in 1 809, 
is to be ascribed to commercial events, arising 
out of the occupation of the north of Germany 
by the troops of the French emperor.*' — (p. l6.) 
If. a depression equal to three times the cost 
of sending gold be admitted as the effect of 
any other cause than depreciation of currency, 
it can be considered as not overturning, the 
principle of limitation, only by viewing the fall 
in question as an "occasional depression j** — 
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but, if taken as an occasional depression only, 
(as the event indeed proved,) how can it be 
brought forx^ard as evidence of an excess of 
currency,, the Committee having established 
" a cdilsiderable duration" as a necessary con-' 
diti'on to render the course of exchange a jiist 
criterion ? 
The circumstances I have stated, respecting 

. the exchanges on former occasions, were n6t 
perhaps brought under the notice of the Com-^ 
mittee; but they had two facts j^fominienlly 
before theiil, bearing imhiediately upon the 
question, of v^hich they have taken no notice.—^ 
Mr. Greffulhe offered this problem to thb Com- 
mittee: "During the depreciation of English 
currency on the continent of Europe, a pre^ 
mium was paid for it in Aiiierica in hard dol- 
lars." Tlie balance of payniettts may. be against 
us with one country, and in our favour with 
another ; and, if the exchange is regulated by 
this balance, it will exMbit c6rrespond,ing' ap* 
pearances, particularly where those countries aref 
remote. But, if the currency be depreciated be- 
low the value .of gold, it is so positively^ not 

. relatively, and all exchanges must equally feel 
the influence of the depreciation. 

The other tact I learn from the paper 65, iti 
the Appendix to the Report ; between January 
J«p9 and May 1810, the Swedish exchan^ 
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T6tt (agaltist Sweden) 25 per cent and was at 
that date 24 per cent, in favour of London. — 
What are the circumstances of Swedish cur 
rency? We collect them incidentally ftom the 

examination of Mr. a contineiital tner- 

chant ( p. 75 ) — " Have you ever known Xht 

exchange to fall to the extent of 12 to 15 per 

cent, iii atiy part of Europe, in which it wa$ 

computed in coiuj containing a fixed quantity 

of gold or silver, or in paper, or bank-ihbiieyi 

exchanged at a fixed agio either for such gold 

or isilver, or for gold or silver bullion of definite 

amount.*'; — Ans. **,Np, never ; exxeptin countriei 

where the export of their ' currency has. been , 

effectually prohibited, sueh as Sweden ; I do not 

recollect any other country where papqr, resting 

upon the foundation of coil), the latter is efFec- 

tually prohibited from b^ing exported." — Q.Ho# 

is that prohibition madb effectual in Swedeh? 

^'By the bank not issuing specie to any amount, 

whei the exchange is depreciated". — Sweden 

was greatly indebted to England, for goods sent 

thither for the supply of the continent and 

north of Europe. — Gold could not be exported^ 

and therefore the premium on ren>ittance by 

pills was great ; this seems a very natural effect, 

and one which will not surprize any one ; yet 

, to account for an effect exactly .similar, under 

similar circumstances, we are required trt ad- 

lait that our paper^currency is depreciated, 
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wKIst the Americans were giving a premium 
for it in hard dollars. It will he recollected 
that the (juestion now agitated is not whether 
any inconvenience attends the substitution of pa- 
per for gold, as the medium of circulation, hut 
whether that paper be now excessive in amount^ 
a^d depreciated in value. — As the result of the 
facts I have adduced, I assume that from the 
&tate of the foreign exchanges no such inference 
can justly be drawn.* , 

* The terms favourable and unfavourable applied ta 
ibe exchange are, perhaps, correct, as indicating a 
coiresponding balance of trade and payments; but a favour* 
ft^le exchange is frequently a very unfavourable circumstance^ 
and vice 'OerscL A British merchant sent goods to Sweden for 
$ale early in 1809 ; they were valued at 1000 rix dollars; the 
exchange being at lour rix dollars per pound sterling, they 
iNfould then have produced > by remittance, «£250. They 
were actually sold for 1000 rix dollars in the beginning of 
18] 0; and, remitted for at the exchange of five, produced 
'£ 200. The funds for the bill were provided by a consign- 
ment of goods frota Svveden ; and England, therefore, recei- 
ved goods worth £ 200 in payment of the original export, 
instead of £ 250, which it would have received had the ex- 
change not become so favourable. In a more familiar instance 
England benefits by an unfavourable exchange. When the 
Dutch had large sums in our funds, the dividends were re-r 
initted periodically, and a real or supposed demand for bilb 
on Holland, ^t those periods, occasioned a fall on the ex- 
change. Thirty-three shillings Flemish, for instance, were 
given in exchange for a pound sterling, instead of 34 «, The 
«ichange was, therefore^ less in ^vour of London* Yet it is 
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The' Committee considers, hdwe ver, the price 
of gold as the most certain sign of excess and 
depreciation. 

" An ounce of standard gold-bullion will not 
fetch more in our market than ^3:17: 10^^ 
unless j£3 : 17 :,10|- in our actual currency is 
equivalent to less than an ounce of gold ;" yet 
gold-bullion does bfear in London a higher price 
than this standard or mint-price ; whence k de- 
preciation of the paper is hxferred, which Mn 
Mushett estimates to have amounted, in Sep- 
tember, 1809, to£l3:7:0 percent Whilst 
sanctioning this old, and in the abstract in- 
controvertible, theory, and, as applying it to the 
present case, the Committee do not appear to 
have recollected, that, having admitted an ade- 
quate cause for the fall of the ' exchange, from 
commercial and political events, the increased 
price of gold*bullion to any extent, within the 
equivalent of the depression, is only a conse- 
quence ; and the documents in the Appendix 
shew that the price of gold-bullion did not at 
any period of the depression of the exchange 
exceed the price which it was worth as a remit- 
tance, compared with its value in foreign mar- 
kets. From,' the calculations furnished by Mn 

evident that on every 33 pigs of lead/ blocks of tin, or ounces 
of gold^ sent to Holland, to provide funds for payment of the 
dividends, one pig, block, or ounce, was sa^ed to this country. 
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Greffulhe to t)ie Cominittep, (Appendix 58,)' 
it q,ppeqjs, th^t, in tl)e spring of IS 10, ai> ounoe 
of gold, of English standard weighty laras worth, 
at Hamburgh, £4i : 17 • iO §tprli|ig, the price 
be^pg ipi, and the exchange QQs. At this 
time the ^extreme price of bullion, in London, 
w?M5 £4i I 12 : 0, or 5 J per jcent, below the 
price at Hamburgh. At the §anie tjjne the 
pripe of gold, at Paris, exceeded ite value here 

W .^i W^ ^^'^*'* ^^^> ^^ Amsterdam, by 7 per 
cent, ^at the then current exchanges. . The exr 
pensa of conveyance to Holland being then 
abput 7 per cent, gold would not then pay 
for importation, neither would it be exported, 
merjBly with a view to profit, though it wouM 
be exported, and was in fact exported, in pre- 
ference to bills in abundance of instances, which 
might readily have beei> ascertained by the 
Committee. On reference to the paper, No. 60, 
in the Appendix to the Repprt, it appears, tha,t/ 
in June, July, August, and September, 1S09, 
the price of gold, at Hamburgh, was 104|^, 
and the exchange 38^. if at 101, and 29^. there 
was a profit on the export of gold from hence 
to Hamburgh of 5 J pipr cent, it followii that 
at 1041, and 28^. there was a profit of 12^ j 
or, deducting the expenses of conveyance, that 
gold, if bought here at ^4 : 12 : O per ounce, 
was a cheaper jemittance by 5^ per cent, than 
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& bill at the current exchange. This same do- 
cument, No; Bo, shews also, that within t\^elve 
months the price of gold at Hamburgh varied 
from 100 J to I04i, the exchange, with Great 
Britaitt in both instances, and during the inter- 
V^hihg period of feight ot nine months, being at 
S8 s. We find the pHce of gold continuing, in 
other instances, at 164, wliilst the exchange 
Tose frotti 28^. tp 29^. Hrf. even to 30 s. Sd. 
variations of 4 or 5 per cent, in the cost of 
a remittance in gold, which remained nearly 
stationary in its price here during the whole 
period. These fluctuations seeni to militate 
against the intimacy of connexion which the 
Committee assumes to exist between the course 
of exchange and the price of gold, in places 
where the currency is gol^ or convertible 
into it. And the facts stated, respecting the 
actual price of* bullion in the foreign markets, 
; satisffactorily meet the observations of the Cofii- 
niittee, implying that they discover no advance of 
the price of gold in those markets analogous to 
•that which has obtained here. Refering to Mr, 
Greffulhe's documents, Tso. 58, they observe, in 
deed, that it is important, " as it shews that 
" the actual prices of gold in the foreign mar- 
kets are jsut so mujch lower than its market- 
pric6 here as the difference of exchange 
amottnts to.*' Mr. Greffulhe's observations 
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on this paper convey a different impression : 
" One of the papers I have delivered in shews 
(he sajs) the foreign prices of gold reduced 
into sterling money at ihe present low rates 
of exchange, and the excess above the market^ 
price here may he considered as about equal 
to the charges of conveyances^ (p^g^ 3); nor 
is this excess of ^ price at Hamburgh merely re- 
lative, and arising out of the exchange. It ap- 
pears by the paper, 56^ in the Appendix, that 
the prices of gold at Hamburgh have, in the 
two last years, risen considerably, as the fol- 
lowing extract shews " highest and lowest pri- 
" ces of gold at Hamhurgh, in the years 1 806-7y 
and 1808-9. 

lowest hrghest. lowest, highe&t. 

At Hamburgh, 1806, 98 103 1808, 102 \Q6 

1807,' 98| 101 J 1809, 101| 104J" 

The price 6f gold, at Hamburgh, was, therefore, 
between three and four per cent higher, on the 
average of the years 1 808 and 9, than in the 
two years which preceded them. I observe, 
also, that the fluctuations in the price of gold, 
at Hamburgh, where, as the Report informs 
us, " Silver is not only the measure of all ex- 
changeable value, but is rendered an invariable 
(or unvarying) measure," have, within a period 
of two years, amounted to no less than eight 
per cent But, it will be said, gold at Ham- 
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burgh is a commodity ; here it is the standard 
-of value ; arid an ounce df gold cannot sell for 
more than ^an ounce of gold of equal quality, 
unless the medium of payment is of less value 
than an ounce of gold. 

Mr. Mushett is of opinion, " that the price 
of gold can in reality, at no time, be above its 
mint-price, and that its being so at present in 
appearance is caused by the excessive quantity 
of bank-notes in circulation." 

This is the strong hold of the theorists, and 
I shall not attack it otherwise than by fact. — 
The theory may, however, be correct, and its 
application erroneous. m 

In*the Report of the Committee, I find this 
statement, page 4. "Upon referring, for a 
course of years, to the tables,^ which are pub- 
lished for the use of the merchants, such as 
Lloyd's List and Wettenhall's Course of Ex- 
change, your Committee have found, that, from 
the middle of the year 1773, when the refor- 
mation of the coin took place, till about the mid- 
dle of the year 1 799, two years after the sus- 
pension of cash-payments by the Bank, the 
market-price of standard gold in bars remained 
steadily uniform at the price of jgS : 17 : 6, be- 
ing, with the small allojivance for loss by deten- 
tion at the mint, equal to the miint-price of 
j6 3 : 17 : 10^, with the exception of one yeaip^ 
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horn May, 1783, to May, 1784, when it w^ 
occasiona^lly at ^f* 3 ; 1 8 : ; during; the sanii? 
Mfiod, it is to be observed, the price of Portu- 
gal . gold coin was occasionally as high as 
, ^ 4 : a : ; and your Committee also gbsei^YCV 
,tbat it was stated to the l-ord's Committee, in 
.1797^ by Mr. Abraham Newla,^Ki^ that t^^ 
3auk had hen Jr^gucnpff obliged to bmf gold 
higher than the mint-pricey and^ upon one pCr 
casion, gave as much for a, small quantitjf, 
whicb their ajgcnt pxocijired in Portugal as 
X4 : 8 : 0. But yoyr Committefi fil^d,, tba|t 
.the price of standard gold, in bai;s, was, nevei) 
for any length o^ time, materially above tl;ije 
mi^t-price during the whole period of tvi'^nty- 
four years, which elapsed from, the reformaiioij 
pf the gold-<;oin to the suspension of the c^abr 
payments at the Biank." 

1 submit thje whole passage to- my readers, 
that I may not risk misrepresenting its mean- 
ing, which I profess not to understand. T^q 
.the Committee mean, that the value of stand- 
ard gold in the market was only ^ 3 : 17 : 1 Of, 
or <£3 : 18 : O, when the Portugal gold, from 
which it was made, vvas worth ^4:2:0? Tq 
me it appears evident, that the sentexwe re- 
specting Bank purchases, beginning *^ during 
"the s^me period,," and ending at " jC4 : 8 : 0," 
>V;as intrpduqed aft^r the report was fram^^j. 
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^xxd its op^ratioa on the statement not exjactl^ 
perceived. 

It appears also to have escaped the xiotice of 
the Committee, that, in 1*795, the directors of 
the Bank stated to Mn Pitt, that, the price of 
^ald was ^4:3:0 and £4^ : 4( : Q per ounpe; 
and that their guineas beiug to be purchased 
a.t ^3 : 17 ; 10^ pointed out clearly the grauncj 
of the fears of the Bank of a continued, demand 
for them, (see Report of Lord's CQnmiittee 
apno 1797.) 

The fair inference from the information gain- 

•   ' . 

f d from Mr. Nevt^land, and from the Bank cjfc 
sectors, seems to be this : that, although it apr 
pears, by the printed lists,, that, during the 
whole peripd between the reqoinage and sus- 
pension . of cash-payments, standard gold never 
exceeded the mint-price more than the differ- 
ence between £3 : 17 : lOi and £3 : 18 : 
per ounce, yet that, in fact, the foreign gold 
coin from which such standard gold was made 
did. sell for £4 : 2 : and £4:4:0. That 
the Bank was in the habit of paying these 
prices, and, on one occasion, paid ^4:8:0, 
or 13 per cent abovQ the mint-price. During 
this period bank-notes were at once convertible 
into gold, and the coin was in the most per- 
fect state. — The real question before us is, 
pot what was the price of that gold which the 
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Bank was corapelled to deliver to the public on 
demand at c£3 : 17 : lOj, but what was the 
price at which gold could be elsewhere ob- 
tained? £4:3; 0.— X4 ^4:0, say the Banlc 
directors. Aye, ,£4 : 8 : 0, says Mr. Newland. 
An ounce of standard gold did then sell for 
more than an ounce of standard gold. This, 
says Mr. Mushett, is impossible.—** / do not say 
it Js possible ; I only say it is true. '* — 

The Committee is not, however, quite so 
peremptory ; they have discovered, that standard 
'g6ld, in bullion, may be worth 5f per cent, 
iriore than gold in British coin; because the 
one, being an exportable commodity and the 
other not so, may be worth 5^ per cent, more 
to him who has occasion to send it abroad; 

« - • . 

and Mr. Goldsmid had told them the fact was 
so. — This admission is like the letting out of 
water ; it must have its way, you cannot stop 
it. — Be it granted, that the rubbing of guineas 
deteriorates English gold in coin, as compared 
with gold in bars, 1 per cent. That the con- 
science of the exporter, and the value of a 
false oath, are correctly estimated by the Com- 
mittee at' 4J per cent (page 6,) which two 
circumstances account for the increased price 
of 3 or 4 s. an ounce, which foreign gold bears 
over that produced from British coin. What 
occasions the diflferencc in value ?^^ — the demands 
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for exportation. May not this demand increase 
in its proportion to the supply of €|tportable 
gold ; may not consciences grow: more tender^ 
as custom-house officers become more active? — ? 
The principle being admitted, that foreign gold 
has an extrinsic value beyond English goid^ 
how can the Committee limit its operation ? and 
$ay^ " that the highest amount of the deprts^ 
sion of the coin * which can take place when 
the Bank pays in gold, is 5| per cent, (page 
6, 7.)" The statement is erroneous as a fact, for 
jB 4 : _3 : or ^ 4 : 4 : per ounce, which the 
Bank paid for foreign gold in4 795, is, on aver- 
age, an advance on the mint-price of 7{ per 
cent and the extreme case of ^£4 : 8 : is- an 
advance of 12 or 13 per cent. But, granted 
that the fact were as stated, English gold is 
not now to be obtained (none being issued) at 
the mint-price ; who can then pretend to limit 
the value of gold as an exportable, or even ast 
a consumable, commodity ? Where is the point 
of contact between English and foreign gold, 
•upon which the comparison of their respective 
values shall be establislied ? If the demand for 
foreign gold was at any time very great, and 
the melting and exportation of guineas,, howe- 

* This is a Very singular expression to denote^'a high mar-. 
ket-price of bullion, and will point «ut to ah attentive reader 
liow extremely theoretical the arguments of the Report are. 
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Vtt abundaiit, by any meatts effectually |)re-» 
Vented, ftreign gold might double jts price itl 
English gold, and yet the ittrinsic value (^ 
guineas remain undiminished. How fer any 
circurtistances, in our present situations, run 
parallel with this supposition will be jseen here- 
after. ' 
< The Committee hesitate, however, to admit 
either a scarcity of gold or an unusual 
demand for it, and, on these points, few direct 
facts are to be found in the Appendix. Mr. 
Goldsmid stated that his sales of gold in the 15 
months preceeding his examination were grea- 
ter than on an average of years ; that large quan* 
tities had been purchased at the high price by 
individuals; that none, he believed, had been 
received within that period from the continent 
of Europe ; and that gold has been of late sent 
to the Brazils, instead of coming from thence 
as formerly through Lisbon. 

It appears, by the returns from the bullion- 
office at the Bank, Nos. 7 and 8, in the Appen- 
dix to the Report, that the total amiount of 
gold Bullion imported and deposited in the 
bullion-office in 1809 amounted in value to 

only i:520,225 

That, during the same period, the 

quantity of gdld delivered out of 

the bullion-office amounted in value to ^805,56S 

of which only ^593 was not exportable. 
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^6 imoimt of the importatiba is ther<^ore 
'««dh saSy wh^ 00Mjpar6<l with the amount of 
■exports and imports, . afid that of Ibe dirctf ating 
*f>edkin, to justify the assumption pf compara- 
*tVe Scarcity ; and^the excess of delivery beyond 
the importation is sufficient evidence of unusual 
tdemaiid. The fcMt of view in which these 
facts are important is liiat which places the 
amount of gold imported or delivered Jn line of 
"Comparison with the amount of paper- curren- 
cy, supposed to be depreciated on the evidenqe 
of the encreased pjice of bullion. The advance 
of 141 s, per oz. on the total quantity of gold de- 
livered in. one year, about 200, OQO ounces, a- 
■mounts to 120 or 190,000/.; and tiiis is assumed 
^s an unequivocal symptom of a depreciation of 
I'S or 1 3 per cent, on 30 or 40 millions of paper, 
the probable amount of our paper-currency,— 
Yet this account of gold, trifling as it is, ex- 
ceeds, as Mr. Goldsmid states, the average sales 
"of preceding years. We may soon expect to 
he told, that the value of bank-notes has increa- 
sed, because the paper, on which they are made, 
is somewhat dearer than heretofore. 

In confirmation of their opinion, that the price? 
of gold has not been influenced by natural causes, 
the Committee obser\^e, " that the rise in tiie mar- 
ket-price of silver in this country, -whioh has 
nearly corresponded to tfiat of the market-price 
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1^ gold, cahnoi; in any degree, be ascribedl to a 
scarcity of silver: the importations of silver 
have pf late been unusually large." — This state- 
ment is unpardonably crroneoul; for the fact 
which refutes it had drawn the attention of thp 
Comoiittee. 

In Mr. Merle's evidence, I find it stated, 
that Silver is about 5 pence per ounce above the 
coinage-price. 

Question by the dmmitfee. — ^That is about 9 
per cent, is it not? — Answer. — I suppose therea- 
bouts. Question. — How do you account for the 
.circumstance of gold being \6 per cent above 
, its coinage-price, and silver only 9 per cent. — 
*^ I cannot answer that question/' Mr. Merit 
«ays also, that he never recollects silver so low 
as the standard price ; in fact it never has been 
- so low sinc^ the days of King William. A very 
low average, taken before the suspension, would 
fix the price of standard silver at 5s. S^d. or 
three halfpence above the mint-price: deduc- 
ting this amount from the increased price 
of 5d. per ox. there remains an advance on the 
present occasion of 3|-d per oz. or 5| per cent.— 
whilst the advance on gold is stated at 1 6 per 
cent. — The rise on the market-price of silver 
has notf therefore," nearly corresponded'" with 
the rise in the market price of gold, and th€ 
.ample supply, noticed by the Committee, has 
bad the natural effect of restraining the price ; 
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ind the fact adds strength to the opinion, that 
the price of gold has been augmented by iti 
scarcity. - 

I will refer my reader to one fact more on this 
subject. The paper No. 1, in the Appendix, 
ifchews the amount of gold exported for several 
years past, so far as the Custom-House have 
knowledge of it.-^The account stands thus: 

Year ending first February 
1S05. IS06 1807 1608 1809. . 1810 
Kone 17,007 ^>019 13^008 U,7I6 69,9^2 o«. 

I have now submitted to my readen^ all the 
facts and figures contained in the Report and 
its Appendix, which appear to me to bear 
•directly on the propositions respecting the ex* 
changes and price of bullion, on which the 
Committee formed their opinion ' of the excess 
and depreciation of our paper-currency. It 
will not escape notice that, admitting their 
theoretical accuracy^ they involve exceptions 
to the amount of 12 or 13 per cent, on the 
admission of the Committee, when applied to 
practice. 

But the accuracy of the theory is one ques* 
tion, the correctness of its application is an- 
other, and on this point the public may rea- 
sonably entertain jealously, because the same 
theory, in the hands of the ablest men this 
country has known, has been once already ^er- 
roneously applied; and^ by such applicatioBi 
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has Bubj^ef^ tbfe natit^n to disappo)ntfenea^ and 
infconVebienee^ und^r w^ich we still labour^ and 
to an unprofitable expense of nearly three 
nilllioDS sterling. —T' A ' theory broiigfat: forward 
]^' Mrv Locke, ascounsdi to th^e < chancellor 
W the exchequer, abd act^d upon by §ir Issao 
N«#tonytt>'war^e|i of the minjt, might ch^ljeng^ 
the world H&r highjert sanctioA. — Yet ^^he r^ep^iBage 
of silver, in the rejgnof King Willktm, directed by 
theser great meq^ was made on errcnaeous prin*- 
cljjlfes aiid ^it^ in' its bbj^t. Mi*; Ldcke ^-^ 
fiiUHied it as >an inoontrovertible priaciple; liiat. 
f*an ou^Bce of silvq^, whether in pc^ft or ia 
|)nl]<ioii> is andet^m^Uy will, be pf ^qual yalqfj 
lo any othjer ounce of silver, undfr w<^a^ 9tan)^ 
o^ . d^Qt^in^tion styav^r,*^ >and he itolerred from 
thence that, whenewr; the silver, coins (then 
gyievpttsiy depreciated.) were regrtored tO; their 
4tt^ weight, the prije o^ sHver:; b^ilioi^rw<i>uW 
faU to the fliint-f)r4ee:^— A^t tins time^ silver 
^w^s ^e.i[x>minoi^ money of'a'ecwnt, '&$ gohlis 
43pM^; eknd Mr Loeke seems, to have 9pnsidere4 
that it was naturally or necessarily sp.-^Men 
x>f less |>owef^ h^i more practical iaforiq^tion 
:feretdld tO Mr l-oe^ke the evils which 'W^uld 
4bHow, fijom tfceunlif»ited adoption pfihis theory, 
Kr J^ialjard Tetfiple^^ efld^ayour^, in vein, 

• •    * « 

• See a -tract in Lord §joir»er$' (^oHep^q, ^M l$?^i by 

gJr tRi9l)^d Temple, . ; . 
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topomt^out tl>e distinction between oc»n and 
i>ullion, ^mi to conviiicej Mr. Locke that the 
value of silver bullion wap become greater than 
the standjird or mint-price. He was not listened 
to;: (he might perhaps hftve. erred too much 
on the othm* . aide, whidh numbers weJ-e itad^ 
to do, ) anij t the recoinage took place at the 
t)ld standard of 5s. (2d. per ounce.*— As the 
new money came oKt, it disappeared : between 
«evea and etghfe millions were coined, yet 
iittle w^s foitndiiin circulation; and,^ withia 
17\ yeqrs/ Sk Issttc Newton reported to. the 
.:tteasury, that^ ''should silver become a little 
tGQx&s, .people would ia *a little time refuse 
»o M»^e paymente in silver witboitt a pre- 
tniin),? * the standard being taben. bek^w 
the i^^aiue of- bullion,, the ooins. were, mdted 
down i^as. fest .as .^heyi; 'were issued. Tbe 
expense ( of- this » i^ecoinage was betwaeii 
£S,^m,mo>:md £2^00^000, ^ and atr.woukl 
probably cost as jomdk mMd 9A fuesent to 
J-emedy the defect. It wiH probably tiierefore 

'•i . ... 

* fiarl of LiverpooPs letter to the kins:.-— As Lord Xiver- 
poof could *tiot* obtain, 'fr6m the publicoffices, any acxx>unt 
iof ihe experiiie of tkts recolnftgci I refer those' who take 
ib in4i^esjfeim\«i<:h subjects tto an tofficuil istateinent of »4h» 
publie dncome and^ expenditure. r from the leyolutionlftthe 
quarter-day following the death of King William, preaervei 
ID Lord Sgmers' collection, voL 12, whence it appear^ that 
tb'c? deSpfeticy exclusive of' the expense was i£t,4l5,140. 
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lie admitted as possible, that an incontipvertible 
thtory may, even in the hands of the ablest 
men, be erroneously applied. 

I will next call the attention of my readers 
to that part of the Repwt which relates 
to the balance of trade and payments : The 
Committee is of opinion, that the favoura- 
ble balances of the two former years ought 
to render the exchanges in the present year 
peculiarly favourable ; but, observing how en- 
tirely the present depression of the exchangt 
mth Europe is referred by many persons 
(being indeed all those who were examined) 
to the great excess of our imports above our 
exports, they called for an account of the actual 
value of those for the last five years: what 
they called for they received ; but, by a most 
unaccountable omission, they have never re- 
ferred to it, and appear to have formed their 
opmton upon documents altogether irrelevant 
to die subject before them. 

In the body of the Report, pages 12 and 
IS, are two statements of exports and imports 
for five years preceding 1810; from the first 
of which it appears, that the balance of the 
actual value of exports and imports to all 
parts of the world in 1809 was ^14,894,000: 
by the second, it is shewn that the balance 
in favour of Great Britain op its trade, with 



the continent of Europe atone, computed i». 

4>fficial value^ for theyeir 1 809, was £ 14, 17A758, 

to which latter statement the Committee adds. 

this observation. '^ The balances with Europe 

alone, in favour of Great Britain, as exhibited 

in this imperfect statement, are not far from 

corresponding with the general and more ac^ 

curate balances before given. ^^iefavouraUc 

balance of 1809, zvith Europe alone, com^ 

puted according to the actual 'value^ would 

ic much more considerable than the value of 

the same year in the former general statement^ 

that is much more than ^14,834,000 :, we witt 

suppose, in even numbers, 15 millions. Now 

this assertion involves an actual error of half 

its object, for it appears, by thepapers 75 

and 76 in the Appendix, being accoimts of offi-» 

cial and real values of exports and imports to thq 

continent of Europe, that the amount of the 

actual value of exports in \ 809 was £27, 109,337! 

of the imports 19,821,601 
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leaving the balance in favour only c£7, 368,735 

I I mmmmmmmmm 

If the average of the two years 1 809 and 1810 
.were taken, the balance would be ^£"6,200,000, 
being a difference on the two years of 
^8,^00,000 ; or, on the single year to which 
the observation, though not the reasoning^ 
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of the Committee was confined, of c£7)5O0,<KXV 
but this is not by any mcati« the extent to* 
which the impression conveyed by the oteer- 
valion of the Gommittee is erroneous; the 
«m of omission g^reatly exceeds in this in^ 
»tence the positive fault.— These Cusfcom-House 
documents are defective, the Committee ob-' 
mrv^f because they do not include any ac- 
count of freight paid to foreigners/ at tMs time 
peculiarly large, or of the sums received froni 
tfiemr for the employment of British shipp-ing. 
They leave out of consideration interest on ca- 
pital on either side ; the pecuniary transactions 
between the governments of Great Britain and 
Ireland; — contraband trade, and the imports 
and export of bullion ; also the important ar- 
ticles of bills drawn on government for naval,' 
military, and other foreign, expenses. 

A Committee, appointed to inquire, might 
have been expected to endeavour at least 
to ascertain the extent and * operation on the! 
Balance of these several items of ejcception; 
but they dismiss the subject with a regret, 
that there has been some difficulty and de- 
lay in executing an order for the account of 
the government bills. I have thought it riglit 
to be more inquisitive, and am enabled^ from the 
documents in the Appendtx, and where thes6 
are deficient from accounts obtamed From the 
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public offices, to exhibit the following statement 

of the foreign expenses of government 

Amount of bills drawn on the Trea- 
sury, between Dec. 1808, tod 
Dec. 1809, (Army Extraordina- 
ries,) Appendix, 70, A 1 ... ^ 4,162,190 

Deduct bills drawn from the West 
Indies, Africa, and America . . 903,366 



Amount affecting the European ba- 
lance £ 3,258,824 

The specie and bullion exported by 
the paymasters-general amount- 
ed, in 1 808 and 1 809, to upwards 
of five millions, of which, in 
1809, (Appendix, 79.) 1,540,000 

In addition to these sums, 
and of the S2|,me nature, 
are biHs drawn on the 
commissary-in-chief . £, 328,767 

On the Pay-Office, (ordi- 

nary of the army,) . . 1,793,778 

On the Victualling-Office 897,095 

On the Navy-Board ... 672,820 

On the Transport-Board . 295,705 

On the Board of Ordnance 212,753 

4,200,918 
The accounts I have ob- 
tained do not distinguish 
European from other 

o 
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serviees, admXtmg ?t. de^ 

ductioo in equal pro- 
portion to that on tb^ 

extraoriflin^ries, which 

is ascertainecl, atwit . • SOOj^OOO 
tie9,ve9 tbe amgunt a^i^cting the ^^ 

ropean bakoce *...•. 3, 300^^1 f 

io ertj«]?ating the neutral fireight, I 

wilt suppose the amount paid by 

foreigners to British ships, in 

1809, equal to that paid by Great 

Britain to neutrals for corn,* wine, 

and brandy, frotn France, and 

for the intercourse between Heli- 

goland and the continent, and 

confipe the deduction to the neu- 

tral freight in the Baltic trade 

alone. I have sufficient grounds 

for estimating this trade, in 1 809, 

" at 200,000 tons and upwards, 

the rate of freight £00 per ton 

and tWo-thirrfs neutral," hence 

arises a debt of 2,600,000 



£ 10,6«ft733 



,^«aM^M»  »  ' •■» 



This sum . exceeds by three millions the ba- 
lance arising on British trade with the conti- 

* The importation of ^orn in six. months e^QoeJed 
600,000 quarters 



4d 

ft»ik itt 1&09, Mp^sitig the ^^k>le >t«6u^t of 
dUr iexjports to have been paid for within the 
y€ar. This^ it appears by the evidence, was 
tiot the fa'Ct. Nor can the deficiency have 
b^n made good (according to the idea of the 
Committee) by bfeilances due from ft>itoer years ; 
fcr, by lieference to tl^ same docuttients, Nos. 
fS, 'i€, we learn that, in 1808, the balance in 
Dur fevour WAS only five millions, iSubject to 
itedottiotis of a like nature,* and that, m 1807, 
it was two millions against ns, without refer*- 
ence to them, the real value of imports from 
the tontihent of Europe having 

been .........£ 17,442,755 

and the value of exports, only . • 15,4^0,514 



ia)M«lii^ 



Balance against us, £ S,0S2,241 

Nor does the preceding statement adequately 
Represent the amount of our foreign payments. 
The pay of officers bn foreign service ^nd in 
garrisons is, fdr the most part, received by, and 
drawn froih, their respective agents. The mo- 
ney transactions with Ireland are not noticed, 
the firfet feature of wnich is the loan of I i mil- 
U(Hls, raised in this country for the service of 
that; neither is any deduction made for that 

* In 1808, iht TrcBSHry-bills for Earopean servii^es 

amounted to • . . • : ; 1| miiik>ns« 

lind the exportations of specie by the paymasters . 3| ditto. 
These two items alone absorbing the whole balance. 
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proportion of our exports, which being the produce 
of foreign colonies in our possession belong to 
residents abroad, or, if sold in England, con- 
stitutes a debt to the Dane or Hollander. ' The 
interest due to foreigners, for money in our 
funds, is also left out of the account ; but, ta^ 
ken as it stands, the result is, that from the; 
estimated favourable balance of fifteen millions^ 
as assumed by the Committee, are to be deduct^ 

• 

ed, fii'st, the error in point of fact, £ 7,500,000 
and next, the account of the items 
of foreign service, &c. on the prin- 
ciples established in the Report . . 10,700,000 

constituting a real difference affect- 
ing the argument respecting the 
course of exchange of £ 18,200,000 

1 need not solicit attention to the result of 
this inquiry into the accuracy of the opinion 
promulgated in the Report, vi^. that the state of 
the exchanges ought, during the present year, 
to be peculiarly favourable, but I offer one ob- 
servation to the serious consideration of the 
public. 

The usual cause of variations in the foreign 
exchanges and price of bullion being the flue- 
tyations in the balance of payments, due to or 
by Great Britain, the real object of the ap- 
pointment of the Committee was to ascertain 
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whether the same or any other cause operated 
in the instance referred to them. The chief obr 
ject of investigation would naturally he, there-? 
ibre, the actual state of trade and payments; 
and the reader of the Report presumes, that the 
facts stated, and the inferences drawn, are de-? 
duced from every procurable document, tending 
to illustrate this leading point of inquiry. la-r 
stead of this, the Committee has, it appears, 
supposed and assumed the fact on whidi 
the whole question turns, without waiting for 
the means of information, (for Mr. Irving's par 
pers 75 and 76 are dated on 1st of June, and 
the Report was presented on the 8 th) or making 
use of it when in their possession. 

The Repprt states loosely, that this favourable 
balance of 15 millions should be subjected to some 
rectifications, without ascertaining what their 
effect would be ; and, owing to this haste, con- 
veys to parliament this most erroneous impres-r 
sion, that our resources and means of foreign 
expenditure are still great ; instead of apprising 
them of a fact which M^oukl, I apprehend, 
have been new, and perhaps not very aJccepta- 
bl(? to the public, that, in 1 807, the whole of 
our foreign expenditure, whatever it was, wa$ 
an additiqn to a debt to the continent of Eu^ 
rope of t\i/'o millions sterling; that, in 1808, the 
total of the foreign expenditure for the ordinary 
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of the army abroad^ of Bilk on the Navy, Vic^ 
tualling, Transport, and Ordnance, Boards, was a 
debt incurred; and that in the last year there 
was a deficiency of 3 or 4 millions encreased by 
whatever proportion of 27 millions of exports 
was not paid for within the year. The,evidence 
of all this was before the Committee, or at its 
command; had they thought fit to bring it for- 
ward, it is probable the public would have deem- 
ed the rate of exchange and price of bullion 
sufficiently accounted for, without engaging in 
any very vehement controversy, respecting the 
accuracy of the abstract theories of the Reports 

In proportion as our faith in the Report is 
staggered, in proportion as we feeLcompelled to 
teceive with caution the opinions of the Com- 
mittee, will those of the practical men rise in 
estimation. In defiance of documents and of 
statements to Parliament on authority of vast 
favourable balances, it was the declared opinion 
of every such man before the ^Committee, that 
the balance of payments has been against us, 
and 60 the fact has proved. 

I trust it will not be thought that I treat 
lightly, much less with any thing like disre* 
y^pect, the arguments contained in the Report 
and the publications to which I have alluded. 
I pass them by, because my sole object is to 
Hdduce facts on which others may reason. It 
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would unquestionably be difficult to deny 
the abstract truth of many of the theories con- 
tained in them ; but, if abstractedly true, they 
are not always applicable. At a time when the 
absencCj ajt least, if not the scarcity of gold is 
the ground of complaint, they reaaon on its 
<^eration as a vis mediatrix, as if it still form- 
ed the circulating medium, , and was - every 
where attainable. They speak of increased ex- 
portation from reduced prices as a general con- 
^sequence, wholly disregarding the operation of 
\ embargoes, non-intercourse enactments^ licen- 
ces, orders of council, and Milai 4ecree3, in 
the particulai' ease. At a moment when we 
-were compelled to receive com,, even from our 
enemy, without the slightest stipulation in fa- 
vour of our own manufacturer, arid to pay neu- 
trals for bringing it, Mr. Ricardo tells us, that 
the export of bullion and naerchandize, in pay- 
ment of the corn we may import, resolves it- 
self entirely intp a question of interest, and 
thut, if we give coin in exchange for goods, it 
must be from choice, not necessity. Whilst 
|)roviding against famine, he tells us, that we 
should not import more goods than we. export^ 
imless we had a redundancy of currency : wri- 
ting ii> the end of I8O9, Mr. Ricardk) thmkn 
it necessary for Mr. Thornton to abew, (la sup- 
port of his opinion, that a demand for buUioUi 
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and an increased price, might be occaetioned by 
an importation af corn,) " Why an unwilling- 
ness should exist in the foreign country to re- 
ceive our goods in exchange for their corn; 
• and, that if such an unwillingness did exist, We 
should consent to indulge it." — This equalising 
system is a very ju$t one, where it meets with 
no external impediments ; but, when applied to 
practice,, it appears to me like the experiment 
in vacuo, where all friction, all obstruction, 
being removed, and the power of gravitation 
alone allowed to operate, the guinea and the 
feather descend with equal velocities. The fact 
is undeniably true under the circumstances of 
the experiment, but it is tme only within the 
limits of an exhausted receiver, and is, there- 
fore, wholly inapplicable to any of the common 
purposes of life. 

The three propositions, to which I have in the 
preceding pages called the attention of the rea- 
der, appear to have been brought forward by 
the Committee, as well as by the authors on 
whose theories the Report is founded, to induce 
the admission of the depreciation of the paper- 
currency of this country as the necessary con- 
sequence of the impossibility of accounting for 
the depression of the exchanges and the in- 
creased price of bullion in any other way; — 
they may be termed negative arguments. I^ 
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bf what has berai brimg^ht trader the notice of 
the reader, this dilemma is in any degree r^ 
tnoved, the positive ai^gttiikents \Hiieh remsain t& 
he ^amined at« relieved of a weight which 
^fpptewes and restricts their free operation in 
iSie Keport of the Committee. 

The Oommittee is of opinion, that the phper* 
<?Mr<#n€y is issued to excess. This opinion id 
Ibuhded on two minor propositions : 

1st. That ^ the Bank possesses the power of 
adding to the amount of their notes in circu^ 
]a^on b^ond the absolute demand fbr paper, a$ 
a circulating medium, 

ind. That their issues regulate those of the 
totmtrjr banks, which are dependant upon and 
proportionate thereto. 

Previously to the year 17§7, the aflfuirs of 
the Bank of England were veiled in mystery; 
the amount of their notes in circulation was not 
even ^onjectured by the best-informed ftien; 
and it was deemed a sort of sacrilege to pry 
into their secrets. At that period many lead- 
ing facts were made known, and information 
has since been annually communicated to Par- 
liament of the extent of their issues ; much ad- 
dittonal light, was thrown on the nature of their 
dealings, by the Finance Committee, in 1 807 ; 
and it might reasonably have been expected, 
^at all that could, with propriety, be made 

H 



*fmblic would have been developed on the pre- 
sent occasion* Such expectation,, wherever it 
was entertained, has been greatly disappointed : 
instead of ascertaining facts which the expe- 
rience of the Governors and Directors who 
were examined would have stamped with the 
$eal of adthority, the Committee has, generally 
speaking, called for opinions, and, where these 
have proved adverse to the theory which it 
was intended to establish, has been more occu- 
pied in refuting them, and proving their ab- 
Srurdity, than in ascertaining on what they were 
founded. 

• In the examinations of the Directors of the 
Bank, inserted in the Appendix, I find but t>^ 
facts of any importance bearing on the question 
now under consideration, viz. the power of the 
Bank to increase at pleasure the circulation of 
their notes, — the one was wholly disregarded 
and the other treated as absurd ; — both occur 
in answer to the question ; " What is tne cri- 
terion which enables the Bank to keep the issue 
of bank-notes within the limit which the occa- 
fiion of the public requires, and to guard against 
excess in the circulation of the country ? '*-r- 
Tliis question occurs virtually more than once, 
and the answer is this; 1st. The paper would 
revert to us, if there were a redundancy in cir^ 
culation ; 2dly. By discounting: only solid paper^ 
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given, as far as we can judge, for real transac- 
tions, • , 

It would have been highly i^ter^slting to 
Jiave procured some, prjtctical illustratipn qi 
the firjst ps^rt of the. answer, audit was iudisr 
pensibly necessary . to. , a right understand* 
ing of the subject, to have obtained full ex- 
planatipn of. the, latt;^r:— -To |:he forraer, th6 
Compiittee paid very . little attention ; and: they 
appear to hay^ held the letter extremely cheap; 
yej; this latter criterion seems to be consider/ed 
iis a. sort of Bank axiom^ and has a s£^ic* 
tion which entitles it to .njore jrespect than it 
has received. — To . understand this subject 
aright, it is requisite to . analyse, , in sonie de-^ 
gree, the circumstances attending ; the circu^ 
culatipn .of, bank-paper. Mr. Ricaido h^s 
assimilated th^ Bank of England, during 
the restriction, so far as relates to the effects 
of its issues, to a gold-mine, the produce 
of which, being thrown into circulation, in 
addition to a circulating medium already suf- 
ficient, is an excess; and has the acknpw-* 
ledged effect of depreciating the value of the 
existing medium, or, in other, words, of msing 
the prices, of commodities for which it is 
usually , exchanged. — But Mr. Ricaido has^ 
not stated, what is essential to the coipparin 
siop, why it is that th^ discovery .of a gqld^; 
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iftke would pioduce tbia effect It wonkt pft>r 
duce it, because the proprietors would iwue 
i«^ for wha1?ever services, without any engage- 
tteiit> to give aa equal value for it a^iH to 
the holders, or any wish, or any meaner, 
of calling back and atmihilating that which 
they have issued. By degrees, as the issues 
Urease they exceed the wants of circular 
tk>ft; gold produces no benefit to the holder 
im gold; he cannot eat it, nor clothe himself 
with it; to render it useful, he must ex? 
dumge it eitihet for such things as ste im*- 
mediately useful, or for such- a*' produte- w* 
venue. The demand and consequentiy the 
prices of commotfities and ipeal properti^ 
measured in gold, increases and will continue 
to increase so long as the mine continues to 
produce. And this effect witt equally follow 
whether, under the circumstances I have 
mipposed, the issue be gold ftom a mine 
or paper from a government-bank. All thiiar 
I distinctly admit ; but, in ail this statement, 
tlieie is not one point of analogy to the 
issues of the Bank* of England. 

The principle on which the Bank issues ks 
notes i$ that of loah. Eveiy note^ is issued 
itt the requisition of some party^ who be- 
comes indebted to the Bank for its amount^ 
gnd gives security to return tiiis note» or aK- 
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^tfidr Mof equal v»liie» at a fi^eed and n0t re* 
inote: pejriod) paying ot. iate.rest, propoftftDnr 
«cl. to the tii|i^ allawed» . ** Tb0 notes? of the 
Bsnk of £nglGind/' tlie Commkfl^e obs^rreai 
"^ am !ptamei]^ly kmi^d in advances^ to gpven^ 
aneitt; fiw ^: tbe ^uUSc service," (aiBticipati^f 
of 1 the » t^sei ' «ad ini^lment^ of Idans^ to b^ 
tepaid by^^tiiie^ pt^Uiev) and in adi^ancea^ t0 die 
merchantk vipon tbe disK^ount of theit^ bills;- 

It is a consequeoisa of this mode of issiii!;tb%ft 
it cbate sbmetlittng^ namely the inteiest: cm the 
thei money bonn^wed, to t3ake a note out of the 
Bank* No note is; isued in paymetit of any aei^ 
Yio6^ momi or physical^ constttutiilg the cbnside* 
ration fbrit^ and there 19 tberefcHis no analog be* 
twfen the circumatences^ of 4^ i$fiiu6a from a gold 
xnine'^aiid those ironsi' the Bank of £itg)iitid* In the 
case of mi excessive imi^ of gold beyond the 
tbe wants of circuhiion^ the excess is bron^t 
toisiaricet to be mMe prodndtivte^ it grows eheafi, 
and commoditiea grow de^r. In the case oi 
an* exoeos of bank^pap^ the remedy is more 
smple : the ^^ ^uq^luSi" says the late Governor o€ 
)he Bank, *^ would- revert to us by a diminished 
api^ication for disequnts gnd advances ein go* 
vem^nent^securities;" This part c£ the s^ect 
jpeqmres illustration^ beoaittse it cannot be veiy^ 
genentUy understood by those who must ulti^ 
mately decide an the merits of tite I^efiof ti» 
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' The Committee hasi entered into some detail 
in the Report^ and has> annexed some documents 
Sn the Appendix, to illustrate the practice whtck 
obtains in the transaction of business by the 
London bankers, and in the money-cireu^tion of 
the metropolis, but their observations^ afibcd 
kvcry inadequate viewof the'8«ilgect,.and the 
whole of page 29 mu«t be taken as ' evidence 

* 

tha<r, by those who drew the Report^ the subject 
v^$s ttot perfectly vraderstood. ; ^ ; . 

By tine practice of London, strengthened 1^ 
it resolution of the Barfk of England, not to 
discount any Wil unless payable at. the house of 
a reguhr banker, all the commercial payments 
of the metropolis, as wdl as those of the couut 
try transacted in London, are made through the 
Agency -of a banker. In 19 cases out of 20,^ 
where the payment is not to a revenue-board, 
the business is transacted between two bankers^ 
one on the part of the debtor, the ^other on the 
part of the creditor. — It is become an establish*} 
ed practice between bankers not to call upon each, 
other for the^e payments h^ote 4 o'clock ; and 
then mutually to Write off or exchange the res-, 
pective charge which each has upon the other, and. 
to pay the differenoe oiily ; by which contri* 
vafice, so great an economy of bank-notes is ef- 
fected, that an average of ,£220,000 of notes | 
is fouBd sufficient, according ta the evidence o£ 
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tlie itispfecfor of the clearingi-hDuse, to settle the 
balance of daily transactions to the amount of 
^4,700,000. Owing to^ this circumatance tlic 
-■ bankers have been enabled to lower, very consi* 
derably, their stock of notjes, and to. place ihc 
ssame productively in bills and others securities.* 
This ooinparatively unprepared state to answer- 
unforeseen demands has led to other improve- > 
ihents in banking, A great propbrtion of ban^ 
kers have now accounts . open with the Bahk^ > 
where, if they take care to hold a sufficiency of 
good bills, they can always get money at one 
day's notice ; and, as a still farther accommoda- 
tion, accredited brokers now hourly walk Lom-i 
bard-street, take the superfluous cash, of one. 
banker, and lend it to another, in any sums for 
any time, a week, a day, or for an indefinite pe- 
riod, to be repaid when called for ; nay, so nicely 
is the scale now adjusted, that a loan of bank- 
notes before 3 o'clock, repayable by draft at the 
clearing at four, is no uncommon or unimportant 
accommodation to the most opulent parties in 
the money-market 

Fromi this statement it is evident that the 
banking-houses in London are like so many cis- 
terns, disposed on eax:h side of the street^ be- 
.t\veen which pipes of communication are intro*- 
diiced^ the overplus of one will presently find : 
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it$ Wftj imto the next, md tarUlst one k deficaenft^ 
none wiU overflow. 

The Baaik has erf la4$e become .a pafty to 
a very icmpoftsmt arrangement to econmiuse 
hank^n^tas. The dailjr demand t^ the EBKpk on 
the bankers for the alliounl: of biUs accepted 
and payable at their sevend houses is of coursd* 
cx>nsiderabk^ and used to be made at an eatly 
period of the day, before the notes were issued 
for bills discounted on the same day, asid witib^ 
out any prerious infortnation to the baakeni of 
what the , amount charged on them might be, 
and of which they had no means of judging* 
The Bank hasi, for some time past, notified 
the extent of the demand ia the early part of 
the day, and taken the amount at four o'clock ; 
receiving in part^payment any draft on the Bank 
for discount, or otherwise, Whiek the bankei^ 
may happen to hold, bisteiad of bank-notes* 
Evcrr ^eavour, it may fairly be inferred, 
therefore, is used to economise bank-notes, and 
restrict the circiilatk>n ; by the bankers, for the 
purpose of increasing their profits, which depend 
on the proportion of their deposits which they 
can turn into quick stock ; and by the Bank, 
with a view to the public aocommodation, or to 
sare an unprofitable issue of bank-notes. Still, 
it may be said, if the Bank gives way to the 
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^{)licati6n8 for disc6tip% whicti may be' as un- 
liitiifed aist the spirit of ad venjiire, bank-notes 
iniay be hiultipHed' ad infinitum, at the will ot 
th^ t)ii*ectors. ^ jtlie Bank Directors say other- 
y;^se^ ^^If We iVsue too many iiptes, the excei&s 
tWli r^turh upoh Us.'' . 

• 'Th^^ ftilstd'in the co'nimercial world that de- 
^eeb'f^ dlsihtRflatfbh to discount at the Bank 
Which leadk ev^iy many to recur to his banker 
f6r lasiiistai^d^'l^^fore he sfends his paper to the 
Biril: :' an'rf oil thfe other hand a banker does not 
iaibwa: respectable customer to go to the Bank 
f6f acfcomttiodjltipA, whilst he .can with any 
5^vfe^ittice Arhish it himself, 'This is, in some 
fceasure, fnatter^ of feeling on both sides ; and 
iidi tkiiy io, foV the Bank advances nioney oii 
Kits of a particular description only, and is un- 
deviating in its^adhdrdnte to rules, and even to 
fbhns ; neither does it take bills as a security 
ifcr tnoney to be r^pdid at the will of the bor- 
rfe^V^r, as bankeris.do; but assumes the pro- 
p^ttfiti the bills, <Jeducting discount tor the 
whole term unexpired; so that a party wanting 
motfey for a week must pay two months ia^ 
tferek for it, if he have lio bills at shorter d%te 
to offer, 

* 1 have already shewn with what degree of 
ittpiditjfj in6ney finds its level amongst the 

|tnfe[fe'ih Loridbn, and it results, therefore, iB 
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a general itiference,.thati whilst there is, money 
Uhemployed and to spare in the city,, discquntetji 
.of the first class will not presen.t themselves 
at the Bank ; this statement w}]l .Ije^^ * 
apprehend, to an explanation; , pf .the . ai^r 
swer of the Directors to the Inquiry pf Jth^ 
Committee as : to any rule by/ which t^y 
regulate their issues of jiotes so as to pireveut 
excess. So long as the amount of notes in thflf 
hands of the public is not more than the p^^ 
ties holding them are willing to r^t?iin in. the:^ 
hands unemployed, for the purpose of. makmg 
iheiitdaily payments, there m obviously fi^o e^** 
cess of that description which influences the. 
price of commodities. When the atnount goc|ii 
beyond this, the surplus instantly fastens qn thci 
best bills and most eligible ^ovemment-sccuri-t 
ties, chiefly on the first ; and the effect ey^ o^ 
a very small surplus will, whilst it continues, .he. 
siurprisingly, great. , If it f^U into the han^s pi 
any discounter who has occasion .to pay nxonqf 
to the revenue- boards or to the Bank, the noted, 
are cancelled^ and the excess rernqy^ d. . If Qt^er?^ 
wise, the same sum of ^50,000 m^y pass sno. 
cessively through the han^s of every, backer in^ 
Lombard-street, and absorb in its passage all th^ 
best bills in the marfcejt, to ^n unljnjitiQd amount; 
for if A. a merchant, bprrpw it pf .p,, a banker^, 
he immediately pays it. away tp. C. , ^4iQ 4pnositi; 
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itwifJlout^cfiJmtime (indeed, as I before ob- 
served;; 'he net^^ withdraws it) with the sam« 
<fa"otn^r bank^ra ; but, however often this trans- 
action takes place during the day, it makes no 
real reduction in the supposed excess of notes, 
which will be as supembundant after the last 
discount it ha^ effected as before the first. But 
the ^se whI be speedily altd-ed, th6 demand 
for discounts at the Bank is diminished on the 
morrow, to the extent of the multiplied accom^ 
modation afforded by the excess, whilst its call 
on the public for- the payment of discounted 
bills falling due is undiminished. 

The redundancy of notes reVerts, therefore, 
(and in more than a due proportion, which ac- 
counts for some of the effects frequently ex^- 
perlenced,) to the-Bank, more bein^ paid in thari 
. are taken out, and thie amount in circulation i$ 
diminished 

The recurrence of a demand for notes by the 
first class of discounters (those which the di- 
rectors distinguish as solid paper for real trans- 
actions) will indicate at once the abatement of 
thcf excess ; and it does appear, to me that the 
criterion, or rule, which the directors have stated 
is a sufficient one. 

The effectual and rapid operation of this con trdul 
oyer the Batik issues receives satisfactory illus* 
tration by reference to the amount of bank-notes 
ki circulation at the period immediately precedinjjf 
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cre^sied circulation arisjpjj ffoxn ap wji,ie,pfi e^Qhf4 
thiese occasion of upwards of , iivp inilliqii^ Ij^pii:^^ 
^ithiu very fciy days hardly. perceivsiye* .^ 

In April 180^, for in?t^nce, jin- 
mediately preceding the payment of . 
dividenda^ the anjpunt of pote^ pf , ;> 

£$ and upwards lyas • . . , ,, j ^l^^O^Opp 

SujjseQupntjy tothe lltbani^su^ .. . 
took plape qf four millbn^, yet. on , r 
the 7th of May the aq^pu^t^ii} <jffr . . 
cuJatipp was only .,..•, . > .. • \%lOO,f)Qa 

On the 7 th of Jply, ^ter thp qijiar- f 

terly payment J)j»d hep^i ^ade to 
tl^p ^»x\M, and w:he« f^^ cifculf^tiop. . 
va$ at its lowest ebb, the ^Q^nt 
of notes above £5 vas , )9,800,00Q 

And of th€j i^sue of sevep niiliioi^s 

between the 1 1 th and the end of the 
TOonth, np evi4#n<?e app^^d qn the 
7 th of August beyopd ^ pjrcul^- 

tion of . . , , ;,,•;. , ia,J0O,0Qft 

K[pw rai|ch wjier the effect was prq4Hf5^. 

the papef in the Apppn^^^ to tbp Report do^^ i^qt 

' in these inpt^^pes phpw? but the mor^ deta^^ 

accounts No. 38, 39} and 40, ^ablp V^P M 
^mp t^t i|i i(?^u^iy, 1^10, t^p large issw wqde^ 
op the Sitti, «id ^j?seque»t da^ hjdjpstl^ ef^ 
fept by th? ?2c|, qnwbi?^d*y the piri^hlflw 



^gidgK^4f. pe/^^s, ^sproippted by the partial 
rgijjefnpfipft pf thp. lo;^ in ^e hand$ pf the BduH 
^1; tb^f pfiTCHj- Btt:t in April no 3uch cause 
operate^ yct^ i| fippiears that by the 2 1st of Apv\\ 
thp circjiUftpn/w^as wkhiu <£ 100,000 of tb§ 
gmoji^nt pn tbp ^lat of March, although in th|$ 
lAlf fvepiflg pepcri nep^rly fpur millions had b^en 
i^^ fo^ jdivic}i?n4(s pn the. public fun^s. 

Ii^ the year ending Jan. 181Q, the in|:erest oq 
th& pflhllP fuDd?^ exclusive of the prc^rtio^ 
secf ive^ by the comniisaioners for reducing th^ 
4pbt> an^pjginted tp ftbput SQ millions, or, d^ 
ijuct^Og the prpperty-tax„to 23| millions ; w^icjh 
^as mn€i^ tpt the public quw terly, in tjie pror 
pprtfPW of 7i millions in Jan. and J^jy, and 4^ 
ipilUons nearly in April and October.* 
. It is pbservable jthat, although the January and 
Jitly d^^i^^P^l^ ex<:eqd by three millions liiose of 
the other quarters, there is no perceivaUe dif- 
fexjeqpp iij the period within which the circi)la- 
tioft is re<Juced to the average amount 

Tl>e efficiency of the controul which the pub- 
lic \iQW pvpr thq issues of the Bank is in some 

* It appears by the account No. 4, in the Appendix to the 
second report of the Finance Committee of ISO79 that the 
ano^inl of dividends due is generally issued within about 
^500^009, 'before the epd of tbe wwlh m which it is pay- 
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itteisuite governed by £he aihbunt of discounted 
bills in the hands of the Bank, Compared witK 
the amount of advances to govemnierii'bn s'e^ 
curities payable at more remote or less certain' 
periods, and the total amount of notes. The? 
two latter amounts we know, the formier is not 
distinctly before the public, but the Committee 
has stated, from a communication made^n'fcon- 
fidence, thati whilst the advance? to govern^ 
iiient for the two last years are less than they 
were for any of the six years before the restric- 
tion, the amount of bills discounted in the last 
year hears a very high proportion to their largest 
(amount in any year preceding 1797; without 
going into calculation it will readily be allowed 
that the amount of these bills, this demand oh 
the public, far exceeds any possible or supposed 
excess; and, if there be any where a superabund- 
Ance of notes, it is therefore very easy to re- 
duce it. 

I have entered into the preceding detail for 
the purpose of shewing the practical operation 
of the rule by which, as the directors have stated, 
tlie bank regulates its issues so as to avoid ex- 
cess. I think it will be satisfactory to my prac- 
tical reader?. By those of a n^ore speculative 
cast the theories of the Report will still be prej-i 
ferred^ but for such I have a more cogent ar* 
gument in store, and one to which they wilt 
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Jhaj;4ly» , demur ;,-nwhethcr the rale in question be 
j^e^Ily tt^ gpyeming principle of; the Bank, 43f 
l^^ether it wj|s thrown before ; the Comn^ittce 
^i$h- any njalicious .intqjt, I da,re not decide^ 
)x^t^ t^e fact ceitajnly isj, tjyait the ?ixionij ot mjifi 
flf^c^onduct,pn which the. Conimittee h?t^ beeji 
pleased to J[ieap contenip^ and ridici^le, respecj;j 
ing, which ithey have declared that the 4pctripf 
)s fallacious, and^eads tp dangerQU3 resulted w^Ml 
promulgated by, and is founded on, the author 
fity ff .Dr. Adam Smith, and waa proposed to 
the Committee nearly in his .own M^ords. I 
igpote the passage from the second chapter of th^ 
^econd book of the Wealth of Nations. 
, " What a bank can with propi;iety advance t»a 
merchant pr undertaker of any kind is not either 
the.whple capital with which he ti-ades, or even 
a,ny con^idiefable part of that capital, Imt that 
p^rt of it only which he would otherwise ,b^ 
obliged to keep by him unemployed,' and >i|i 
rep(dy mon^y, for, answering occasional demamls. 
I^ the paper which the, Bd,vk advances never 
t^ceeds this value^ if fan .never exceed the 
value of the -gold and silver %vhich would 
necessarily circulate : in the cot^try if ther4 
itoere ,,no papan-currqncyf it can never ex<;ee4 
thf! quantity, which ithe . circulation of tl^ 
ci^untry can ^sily abso;-b and employ," ; True ; 
bjit how sljifiU we, ascerti^in^wi^f^ it expeed^ 
this value. ^^When a bank discounts to a 
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Merckarit U 'teal bitl oftxchdHge^ dtwdii %p a 
ttal-cr^diich^ Upon a fidl debtofj ttkich/asMdh 
tii Hbecoikes'ilue] iihditi/ paid 6tf that ddbtdf^, 
itdnlt/ admndei^td hifhapartqftktvaiui whidh 
^t'x^uld oifhr^tsk tt obtig^d ia tieep b^ Mik 
Wtetnplo^fe^ and in feddy irwridf for answering 
ifccaiional dermndi/* ' Cfcinsdqttetitly Its advance* 
trHP hot exceed the qiidiitity which the circute- 
tioii 6( the cbuirtry e^ easily* absorb knA^ eiA- 
ploy;'' ■'- ' ^ '' -■'• i ^ : ' ' . » i  - "•'-' : 

tll&t :«h« Cottiihitfec' ittsf be Hght aiiff DH 
llmkh Wi^6n^ la^very possible ;:T am not th6omi 
^notfg;h to decide bctvreen them ; but 'the whfiK 
weight of Adarii ShtrthV aufliority Kei? oti the 
f>a»sa^, and must bfe rafsed berorte the' theory * 
c^taSned iti it can be overtmited. It is brongW 
forward by hirti expressly as a rule for the con- 
flict 'of banks', ai!id he adds; ' '*^ Irttle expense csri 
*Ver be necessary for replimshitig the coffers of 
ttich a btak, (Ed, 179'6. vdl 1, page 455.) ' ' 

In the course of the ex:aminafion of tlii 
Bank Direetoi^ by the Cdmmittee, it appear- 
ed* iSiat they do not refer to the state of 
the eichai^ed and price of bhllibn as d 
inrite • hf Hrhfeh' - to regulate then advances,' 
<WnWiVii!rg ♦'th^fe there' h nd connex^em be- 
tween th6 exclttngAs and the amount of Bah^ 
^Ifenlatiori.** .Thatf thisf is also a 'great prao 
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^aeice of ttU natiqns, ^beie & pa^ivdutM^ 
]»9 been in ntt, ^M tbgr adti^t bifeiy to thi 
cflfeeb; ptbdudftd <m it&# ^exclMiiises by thi 
fiiptefcatrdiBies of Kocth Amisricttti «f FianeiB^ 
«f Pwtiigali u^Aratiifa; Theyobniesrv^ hdw^ 
crar^ \&ftt f^tsiocess juad wttiit 6f GcMfideni^ 
IftYeitsuftlly:: cMibioed to ikfr^isM fStilt f)a^> 
^tmrdacf of fcii-eigii ccdmttiw ;*" tml, ^ Want 
idf ^nfideoM fa«f 110 plaise iti out 6itaii(Mi 
«t presdi<^ tlief a^duee MaApl^ of th^ 
il^r ; sort^ in wkich the de^reekftkm wiis 
liroduced by excess ^ooe.'' As ch^ atiecdotei 
ftte ateted, it. would .certai&ly appenf <3)at thfe 
paper was in idie. adduced iAmkr3C€» eixi&mii^if, 
md' yet the . £ict- most aaaur^fy is^ thatt in 
aeitiber case liras exeeat tfae catik of the ck^ 
^^feti^tidtiy. and :tbe aaacanptito directly ttmt 
tradicts the obvious nieanitig of the doeu* 
aenta referred tx^ The Itnrt ictotistnee pur- 
fiorte to be iTted from Adatn ^nitf), and 
siftm to tine hitter part of the 2d chap, of tbe 2d 
tbook of iibe Wealth of Nations.«^It k thm given 
Sa t^e Eeport^ (page 17.) ^^In Scotknd^ about 
t&fi qad.of the sereii years l^rar^ l^M^ing Mras 
carried to a very great excess, alid, by a prac- 
liee ^ inaertkig iaui their pir6iniaaary notdi 
an lO^tbnal da«se of pbymg at aight or 6 
jDteitfaB after sight with intereat, the conver- 
tihility of tuoh lAot^s into ape<^ it theiriU 
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of t^ holders vas^ in effect, suspended. Tliese 
AOfes acoordingly became depreciated, in coolr 
ptriflton with specie ; and while the abuse lasted 
the exchange between London and Dumfikfl^ 
for exaflfiple, rwas. somedmes 4 per cent against 
Dumfries,^ while thee&ehange betweesi London 
and Cariisle, which is not SO miles distant 
^om Ppmfries, was at par. The Edinburgh 
l^anks, when any of their papa* was. brought in 
to, hie exchanged for bilk on London, w€ke 
^ccust^med to extend or contract the date 
of the bills they gave» according to the state 
of, exchangie, diminbhiiig in this manner the 
value of their bills, nearly in the same degree 
in which the esc€$me issue had earned thdr 
paper to be predated. This excess of 
paper was at last removed by granting bilk 
on London at a fixed date," &c. 

That the depreciation might be thus re*- 
medied is natund enough; but it ia not an 
equally obvious remedy for excess.— * The 
fact isy that, in the original passage in the 
Weakh of Nations, there is not one word 
about excess; and Dr« Smith assigns a dif«* 
ferent caase and also a different remedy for 
the depreciation. — ^Speaking of the optional 
clause, he says f^ the promissary notes of 
, those banking companies constituted, at that 
;tiipe, the far p^reater part of the currency 



of Scotland, wkkh thid uncertaitity of pay^ 
nent degraded below the value of gold and 
diver money;'' be states the fact respectiitg 
the dififremee of exchange betwem Dumfries 
and Carlisle, and adds : ^^ but at Carlisle bills were 
]»iid ingold and silver, whereas atDunrfriee they 
wa« paid in scotch bank*notes, and the un^ 
€trtamty of getting iho$e bank-notes exchanged 
for gold and silver coin had thus degraded 
them below the value of that coin : The act 
of parliament which suppressed 10 and 5 
shilling notes suppressed likewise this op- 
tionaL ckmsej and thereby restored the exr 
change between' England and ' Scotland t6 
Its natural state." 

Again, the Committee refers to two tracts 
in Lord Somers' collection, one by Mr. God- 
frey, one of the original directors of the 
Bank, the other by Dr. Drake, published in 
1699 ;*--as authority for the statement, ^^that 
within 1 a short period after the establishment 
of the Bank, (during the financial distresses 
in the reign of King William,) the effects of a 
depreciation of the coin, by wear and clipping, 
was coupled with the effects of an excessive issue 
of paper, and that, by the liberality of their 
loans,** ( to government and. to individuals,) 
^^ the quantity of the notes of the Bank became 
excessive their relative value was depreciated, 
and they fell to a discount of 17 per centt 



and t^ 6aio)HI9g0 with* HbH4iid, '^rbioh hiid 
|if«ti 'liefere a 4it!99a#iN:tod by* Ite nfi^Vtmcn 
fit the firnpy,. sank >a# \ov^ as Mr per ^eiifc 
])e|ow ^a;;. AC leagtU the triM fcinedtis 
T^tp^ TO^ort^ tp^ lirat by( a mw tdioAge of 
^ilvfr, l^p. mmI^ ^9«c^dly, by takitag out of 
iiir(:u|atitiii (bo e^f^Sefs' of b^nk^-notes ; thisf 
^operatioa #|q»ears |« hate been eflfcoted veiy 
jttdi€io9i|iy« Pufliamenft oMsented to ejidargp 
$h(r <)t|itaVetock of the Bank, but ataezed 
It fSMidHipn, diieding tblrt-a oertaiQ pr^pon- 
tNin of* tbe new ttiblenplionaabouldt be^made 
gopd in b«ii)f;-*.9otel. In ^raportiMi . t&r the 
ifalun of bftlikHtaotest flunk :iin thia maimer the 
value of those which remain^ in ommlaf- 
jtion b^afi tm v^^in a abort limit the 9txte^ 
vefQ at i^ar, aiwl the foreign eifiebnaigta near* 

r ^vfi . r«fer.^ed ' attentively tq both ibese 
tr^^ts, and h^ve entie2^v<>ufed fuUy to eqinpre- 
bfud; their 'O^anijigtt M^t w their languiage, 
and anh liable itP pKtraet one $yUable &om 
either of theuiy to ^countenance the: idet. of 
eau^e^ive oiroulation'in the instance reftmc^ to 
^ the oanae of depreciation of the iiote% or of 
the : reduction of die rattes of exchange^* alt 
though thefftctof depreoiation is distinctly lUu 
ted » — Mr. (|odfrey'» tract is toipoitaiit to. the 
present purpose onllyas it trhews that tho ^<^ 
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vtacet p( die QulF^ero mw^, ^tihnib tjim^ 
Qox irnnpiple^^i so tdiffisrent frmn those whick fojv 
a:€tibtiifl|r {iastifa«{VQ gov^med its isoaductas to 
pmiMsi atQ QQinparisQii or analogy. Tte Bank 
^dvaneed DQiDiidy on ml securities} mor%agei 
Mffd f^d^f tpf coiBiQioditi^s 9Qt perishable f 
tiisy al90u aUoirad an iatf8Fest,Qf 3 per of^nt on 
ttiek adtes ut curpulatioa. But Mr. Godfrey 
neail^BS neither e9:ce9S nor depreciation.. 

The important parte of tfae^ vtateiiieiK^ are^ 
takea from Dr. Drake i) but I camiol; con^ 
enrja the paraphraM of the Committeei : hq 
speal^.itf the deterioffted state of the coin^, 
an4 >^ the . diffipul ties which had attend^"' 
.^d^'tfae reoQinage just then complel^ed- • Ha 
atatea tfaatithe notes of the iBank had been at a 
jdiscdnntiof SO per cent and the'govemme|it> 
taljfiei; aa a disoQunt of 4fCV 50^ and .^,*peif 
«Bnt^ and thai il^liainent had pvovided a re-i 
med^^ist/byiino^ooiii^fe of silver, and, fid ly^ 
]^ alithoiiap^g tlm Bank.to. augment its o^iital 
jQn iDOnditi^. ithat'tbe subscriptions should bo 
iMtde^w tuiUkA^nd. jr^ci hank-notes. The suV 
l9|)SiSPptbnisi)9oimt miUton, aind Barlianient^ 

assigsBod fdndsfor iaytereat thereon, at 8 pei* cent« 
ly^faajfaiaed by a tasc oo salt By this measure 
^KOa^OOO of taliiea wene taken.oi*t of the mar* 
hot, and £800,000 k>£ faank*oote8. also ; hutr 
j^ conditio^ of ibhe «i:ibsc}3afitioii referfed obvhi 
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Qusly to the obligation to take i tallies ; wbicb' 
bung as iTweight on the exchequer^ a^id wb^ch 
it could not discharge ; be this as it may^ T?n^ 
lianient had . certainly no idea that bank-notes; 
were excessive in the sense of the Committee r 
for Dr. Drake says, that, as a xemedy for the 
scarcity of money, Parliament issued 2 millions 
of exchequer*biUs as.low as ^5 and jC 10 each, 
'^ which answered the necessities of commeroe 
adaong the meaner people for the common con* 
veniences of Ufe^*' and, ** these bills passed in 
payment as so many counters, which tl^e peo* 
pk were well enough satisfied to receive, l)e^ 
cause they knew the exchequer would receive 
them again as so much ready moncyt^^—Can it 
be assumed under these circumstances that the 
depreciation of bank-notes was occasioned by 
their excess as a medium of circulation ?-^Dn 
Drake certainly says, ^* the value of «i^SOO,000 
of bank** notes having been sunk by the new 
subscriptions, the rest, as it was reasonable to 
believe they would, began presently to rise in 
worth," and this expression might «eem to 
oountenance the statement of the Committee^ 
but Dn Drake's opinion, supposing he intend* 
ed to distinguish between excess and discredit^ 
is of less weight tlian his facts, and he states 
that no other way could have been found out 
to have retrieved t^ieir sinking credit ;^ -' that 
?iirU»meiit took into cooiideratioa by what 
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^aiits tliey might restore if^ecre^ftV of the l>an1i 
of England, which was then at a low* ebb,'' and 
I know not where the Committee has met widl 
the information (the corriectness of which I do 
not mean to impeach) that the Bank Stock 
was at a premium, whilst the notes were at a 
discount An adequate cause of the deprecia? 
tion of their paper might easily be discovered^ 
without supposing it excessive. — 1st Bank- 
notes were payable in silver, then a legal ten-* 
4er and the usual medium of payment, which 
was so depreciated by clipping, that 30 8. were 
given in exchange for a guinea : moreover, dii» 
ring the recoinage the Bank "thought projper,* 
as Dr« Smith expresses it, ^' to discontinue tiie 
payment of their notes, which necessarily oc* 
casioned their discredit f and the Bank had 
not only lent their whole capital to govern- 
inent, (then in such difficulties, that Dr. Drake 
observes, unless a remedy had been found for 
19ie loss of credit, the new government could 
not have continued much longer,) but held 
tallies (then at a disc:onnt of 40, 50, and 60^ 
per cent.) to an aihduiit exceeding that of 
their notes outstanding, and had even borrow** 
ed money in Holland, as appears by the ac«* 
count presented by them to the House of Com- 

^ See Dr. Drake's tract, entitled "^ s short History oftKe last 
FeiKaviefit/'tD vd, t. ef {^ Somen* Cdlectionu page U4'. 
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mom, on the Mh <^ Dee. i^^ mkAA I find 

transcribed in Mn Fairinan'9 Britf, aad a|^f 
m&tly accumte, Account of the British fundi 
Tbd account is thus stated: > 

To sealed bills outstanding . ^893,800 

To notes for running-cash . 764,196 10 O 

To money borrowed in Uolland 300, 000 O 
To interest due on bank-bills 

outstanding .•,...•. 17,876 

. The assets to answer this debt were: 

• • • / ' 

$3f tallies on several parlia^ 

9i^ntary seeuritiea • « . * <£l|784^576 1$ 9 
By balf a yearns deficiency 

on the fund of *£lOO,000 

jNBir annum . . • • « • • < J0,000 O 9 
By cash, PAWDS, inprtg««)«^ 

Total CTedits .. . S,10J,187 J2 
Total debt .... 1,975,872 10. 



mi I Will I I— — — lili 



Balaiice in favour of the Bank £iSS,i\S ^ 6 

' I I jm diiirtnoi !■ » 



' > 



Mn JF^airman observes, but does not state 
bis authority, th?^t,. when tl^e *^ new coinage 
Wa* QQ^Blfiid, Baftk-stock, f]x>m keing c^nu^ 
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^etSUf undenp0fr, gorup tQ 1 12,"-=- It wiH be 
reOQliedted that these two cases >are cited, la 
the Report^ as instances fia which the depre* 
ciation of' thq paper-rcurrqncy and consequent 
defpression of the e^^change were. produced by 
excess alone:* that viewed in this light they., 
*^appeat to -the Committee to afford much 
instrnctiou.on the subject of their inquiry;" 
and I have not therefore thought it altogether 
unimportant to ascertain the nature and extent 
of the instruction to be derived from them. 

"The next- proposition to be examined is that 
which relates to the country banks ; that the 
Bank, by its issues, regulates > the amount of 
country- bank paper also. ^The practical im^. 
portance of this question would not be. great 
if it were admitted, which I cann6t assume,, 
that the public demand, controuls the issue of 
bank-notes,, for. thenit necessarily controuls, on 
tlie principle of the Coipmittee, the circulatioa 
of the country banks also* The paragraph in 
the Report in which this proposition is brought 
forward in page 28 runs in these words. 

They " must observe that so long as the 

. . .  ' k 

*'Tlie fiimous Mr. Law, who wrote in 1720,- ninety years 
nearer the transaction, observes, " I do not know how their 
juotes came to be at a discount, whether from the circutnstancet 
of the nation or their own ill management/' 






cash -payments of the Bank are suspended the ^ 
whole paper of the country bankers U a super- 
structure, raised on the foundation of the 
paper of the Bank of England. The same 
cTieck which the convertibility into specie, under 
a better system, provides against the excess of 
any part of the paper-circulation, is^ during * 
the present system, provided Against an excess of 
eountry-bank paper by its convertibility into 
Bank-oif-England paper. If an excess of pa-» 
per be issued in a country district, whilst the 
London circulati6n does not exceed its due 
proportion, there will be a local rise in prices 
in the country district, but prices in London 
will remain as before. Those who have the 
country paper will prefer buying in London, 
where things are cheaper, and will therefore 
Return that country paper upon the banker who 
issued it, and will demand of him Bank-of- 
England notes or bills upon London; and 
thus, the excess of paper being returned upon 
the issuers for Bank-of-England paper, the 
quantity of the latter necessarily and effectual- 
ly limits the quantity of the former. This is 
illustrated by the account which has been given 
of the excess and subsequent limitation of the' 
paper of the Scotch banks, about the year 
I763, If the Bank-of-England paper itself 
should at any time during the suspension of 
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casfa-payinents be issued to .excess^ a Qormfr* 
}>onding excess of coimtryrbank paper may be 
issued, which will not be checked : the founda-* 
tion being enlarged the superatructure admitaa 
jiroportionate extension : and thus, under 9ucb 
a systetti, the excess of Bank paper will prp*? 
duce its effect upon prices not merely in the 
ratio of its own increase, but in a much higbeit 
proportion/' Tli« nature and limits of my obt 
servations forbid my engaging. in a controvjerfiy 
with this formidably-metaphysical paragraph* 
I offer it to my readers as a specimen of t^ie 
happy facility with which foundations are laid 
without possessing the soil, and superstrqctqrei 
erected on it without ascertaining its solidity* . 
The Committee has not defined the spn^e ja 
wliich they use the terti) excess of currency, I 
therefore suppose it to he used in the Report 
in the sense in which it is used by Dr. Smithy 
as denoting a quantity greater than thecircur 
lation of the country can easily, absorb or emr 
ploy. Excess being assumed in the country 
paper, London notes or bills upon Lon^n will, 
it is said, be demanded in excliange; and thus 
the^ excess of country paper being continually 
returned upon .the issuers, — what follows ? that 
the country paper is kept within the point of 
excess? not at all ;^^ that the quantity of the 
Utter necessarilv and eilectuallv limits the 
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quantity of the former/ Docs this folloxr as a 
consequence? admitting the accuracy of .tb« 
reasoning, under the supposition tliat the 
c5aUn,ti<y notes were actually paid in bank-notes, 
does it apply, under the admission that they 
aire paid by bills on London, since,' a^ we have 
already shewn, the payment of these has very 
little reference to bahk-rnotes? — Again, ^Mf 
the Ban k-of* England paper, itself should at aoy 
time be issued tp excess, a corresponding ex« 
cess may be issued of country^bank paper, 
"wliioh will not be checked. . — The foun]datio& 
being enlarged, the superstructure admits of. a 
proportionate extension:" i^ this a legitimate 
inference?' . The country notes/ if issued to 
cx<:ess, will be brought back to. be exchanged 
for London notes; but does it follow that the 
country-bank paper, if issued to ejccess, will 
not be checked, because there is already njojre 
Bank paper in. circulation than the country can 
absorb and employ. . Admitting for *he mot 
ment the theory about local prices and districts, 
which some of my readers will, I doubt, think 
a very wild one, how is it . applicable to . the. 
base of an excess of Bank-notes occasioning 
an additional issue of country notes. T]he 
Report supposes a.case, that an excess of paper 
isissucd in: a country district, and draws an 
inference. from it diffiprem:, perhaps, fronr th^t 
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which is obvious ; but the question before us i^ 
the effect on country notes of an increase, be 
it excess, of London notes. I will therefore 
repeat the argunient of the Comrai^tee, changr 
ing town for country, and see what result it 
produces. , 

If an excess : of rjjaper be issued in the J.on* 
don district, vhile the country circulation does 
not exceed itQ due proportion, there Avill be/i 
.local, rise in prices in the London district ; -r- 
those, who have, the. London paper wilLprefet 
buying in the country, vvhere things a^e cheap- 
er, and will therefore return that paper upon 
the Bank,, who issued it, a«d will demand — 
-what ? .CouBtry«bahk notes from the. Bank ; that 
canno t be : of the country banker in exchange for 
Bank-notes ; equally improbable : and yet unless 
it comes to this how will the superstructure of 
country notei^ bej. enlarged in proportion tp 
the extentioD of the foundation? If thin^ 
are cheaper in Liverpool than in London I 
shall prefer buying. there, and if I have too 
many Bank-notes, I. shall (in theory at least) 
send them to Liverpool in payment ; where, till 
they are got rid of and returned to Londoi^ 
,they may restrict but can never auginent by 
one shilling the circulation of the Liverpool 
banks. 

The Committee has assumed as an axiom 
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that country-bank pa)>er is a superstructure rai- 
sed on the foundation of the paper of the 
Bank of England. But where do they leara 
this? They learned fromMr. Stuckey, a consi4c» 
rable and experienced banker in Somersetshire, 
that his houses regulate their issues by the assets 
they have in London to pay them, consisting 
of stock, exchequer- bills, and other con- 
vertible securities, without much reference 
to the quantity of Bai%k-of^£;ngland note» 
or specie which they have, although they 
always keep a quantity of both to pay occ»- 
^ional demands. — ^Tbat it is unquestionaUy 
his interest, as a banker, to check the cip7 
culation of bank-notes, and to remit to Lon* 
don such as he receives beyond the amount 
which he retains as a deposit That be ima^ 
gines, if Bank-of- England notes were with* 
drawn from the parts where they now circu*- 
culate, as from the county of Lancaster, 
Mrhere they form the chief circulation, their 
places would be immediately filled up by 
the notes of the country banks. r-^Wbat is 
there in -this evidence to sanction the opinfion, 
•that bank-notes either generate, or limit couo<- 
t^y notes? — But, adds the Report, this principle, 
•viz. **that the quantity of bank-notes neces- 
sarily and effectually limits the quantity of 
country notes^ is illustrated by the account 
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which has been given of the excess and Stab^ 
sequent limitation of the paper of the Scotch 
banks, 111 the year 1763:" — ^The illustration 
rtins thus: "this excess of paper vas at last 
removed, by granting bills on London, at a 
fixed date, for the payment of which excess 
of paper it was necessary in thejirst instance 
to provide large pecuniary funds in the ha^ids of 
their London corre^ndents^ This illustration 
afibrds no assistance to the theory it is intro* 
duced to support, because it depends dn a* 
fact, and the fact relied on is altogether un* 
founded. Did the Committee really suppose 
that a Scotch bank, or any other bank, when 
giving a bill at 40 d^ys date, on London, in 
payment of its notes, actually deposits, in the 
first instance, Bank-qotes in the hands of its 
London correspondents ; and farther, that the 
banker having possession of them holds them 
fipecially appropriated to the discharge of the 
bills for which they are to provide ? that they 
could mean this is impossible, yet, if the fact 
be not so the illustration is wholly inapplicable 
to the case. In confirmation of the opinion re- 
specting the dependance of country on town 
paper, the Committee has adduced a fact and 
figures which it is necessary to examine, be- 
cause they afford a remarkable instance of th^ 
bias with which evidence is brought forward in 
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f^V:Our of what Mr. Lc>cke terms an '* eipott* 
sed proposition." 

Referring to documents received from the 
Stamp-office, the Report states, that, in 1809^" 
the number of stamps on notes reissuablCj in 
the classes between ^£: 2 and jCSOafone,^ 
indicate, on an average calculation, an increaseid 
issue of notes, to the amount of ^3,095,340 
beyond that of 1808, whence they infer an 
increased circulation to that extent The state- 
ment is given thus : -— " Number of countryr 
bank notes exceeding\^ 2 : 2, each stamped in 
the year ending the lOth Oct. 1808, and lOth 
Oct. 1809: . -, 

« 

1808 1809 

Exceeding ^ 2 : 2 & not exceeding £5:5 666,071 922,073 
Exceeding <£ 5 : 5 & not exceeding cf 20 1 98,473 380,006 

Averaging the first class at ^5, and the second 
at ^ 10, the stated result is produced. , Con- 
sidering the authority from whence the state- 
ment proceeds, there is not, t am persuaded, one 
reader in a hundred who has doubted its fairness 
or the justness of its application; yet ami bound 
to impeach. both. Extracting from the docu- 
ments from the Stamp-office a similar compara- 
tive statement for the years 1805, 1806, and. 
J809; it will stand thus : . 
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1805 1806 ia09 

JExceeding £2 : 9 and not 

exceeding £& : 5 823,460 833^^0 9^2,073 
Exceeding £S :5 andmot 

exceeding £30 302,600 323,100 380,006 

Adopting the calculation of the Co)nmittee> it 
will be found that the increased circulation in 
180S, beyond that of 1806, is ^5 12,000 in three 
years, instead of i£3, 005, 000 in a single year; and 
this is the fair mode of comparison; for the Re- 
port states that these notes are reissuablcfor three 
years. Those issued in 1806 are, therefore, reVitf^^^^-^^^^ 
mmaii in 1809, as those of 1805 are in 1808* 
The aggregate issue of the two years 1 808 and 
1809 is less than that of 1805 and 180$ ^by 
115,477 stamps, equal to ^775,000. Had the 
statement been a fair and correct one, it 
would yet have been inapplicable to the case*. 
Antecedently to June, 1809, no increase had 
taken place in the amount of bank-notes 
biey ond the circulation of 1 808 ; yet it appears^ 
by the return from the Stamp-Office, No. 55, 
that the increased demand for stamps alluded to 
by the Committee took place in the latter end 
of 1808 and beginning of 1 8Q9, and that, as the 
issue of bank-notes increased between July 
1809> and May 1810, the issue of stamps for 
country notes materially diminished. 

H 
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Jjamberpf.stamfwpf the classes before stated 
issued in the following quartetd 



In tlie quarter ending 5tli Jan. 1809 465^ft 

: 5tfa April H34,00d 

5tliJuly 371,9^0 

- f otal festtes of 3 quartcw *    ■' "^ lyl6lJ669 

Beti^cen July |809 and May 1810, 
tl^^an^ount of bank-nQtes ipcreasecl 
from 18 to SI millions, the issue of 
stamps for country notes (of the 
3aifie phsses) was \ 

Itt the quarter e^idmg Oct. 1809 «1,719 

Jan. ISia 284,^58 

768,742 , 

is}^ l^ m the 3 tot quarters ^^t^t . 

Which would imply a ^reduction m the country 
circulation, so far as the evidence of the stamps^ 
goes, of 4^2,600,000 during the period in which 
the Bank circul^ition was increased very nearly 
to ^e s^me amount : — h^d this fact beeji no- 
ticed by the Committee, it might, perhaps, 
have led them to inquire whether the Bank' 
Directors could trace their increased issue to 
any cause connected with a dimunition of coun- 

try bank-notes.* 

• • • * ... V 

"^ Mr. Ricardo h also of opinion that the Bank of Englanil 
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Whaftever Oj^inroii be entertaiMd on time 
ptnikt^f bdwetrer the qu^tibns respecting the 
powttti 6f the Bank be disposed of^ still tfao 
opinion of the Committee, thst, in point of fact, 
tftle pape#-cir<^ttl:ation of tht conntry u ekoes* 
Sfve, stands aa the prominent feature of d>e Aoi^ 
p6rt A4 th6 fact is not Upparenj at legist/ 
^ Mean that there is more ^per than th« 
^untry eailb easily absorb 91MI employ) the oi^M 
|>r6b«Ad$ sMA^s fa H^ on the Coi»mitt«e, 1^ 
a&e^ hw6 |ll¥«wik it altogether off their shoiild} 
^il^ they li#c^ brought forward neitl^ evi;^ 
<fehce idMr df6cumeii!its in i^uppo^t of the o^ioii, 

• • • t t ' s 
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ifi the great regulator of couixtrjp-baak papor^ ** when they ]«• 
grease or deci^ase the amount of their paper^ the country 
Bank's do the* same/' And he ^roCl^ds this opinion oil tlie 
lUvdoty of prit^es lletuSm^ to<eqiraH2d the cireulatin^ medldm ia 
4lfttrieu having, fiee int^ourse. It is foreign to my purpoife 
ti>:ftitar into «4. argument ou this subject ; but it appears.t^ 
m, that Mr, Rjcardo was bound to shew that some physic^ 
impossibility obstructs the increase of bank-notes at the ex- 
pense' of country noies^ and vice versa^ before' h^ assumes th^it 
ah inerea&erorbtink-notes niust produce ati merease«iF country 
fidte^ ; ha seem^ toiconnkier it ^obable'that the ertdeairoOrs of 
cottotpy )bank0n to dkfjkce bank-notes has been successful)^ 
ia ythi^ k:;asf^, the proportion betwiien town and country notes 
h^^f aried !vvil)iou any such fluctuation, in the price of com- 
anodities has formed the basis of his arguthenit. On the other 
band any intpodiictioii of baiik-notes tb supply the place 6( 
discredited country dbtes> as riecc^tly in the West of England, 
attgnii^ts the fUisiKliie: amount of Ae forioor^ whilst tho^ of A^, 
lifter is poskively diminished. 
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and they diistitictly admit that the high price 
of bullion and the low state of the continental 
exchanges are the most unequivocal symptoms 
of excess they have to adduce. 

They have, indeed, added materially to the 
difBculties of the inquiry, for thty state (what 
is probably true) that, the mere numerical 
Miount of bank-notes iu circulation is no evi- 
dence of inadequacy or excess, as the same 
amount may hear a very different proportion 
to^the necessities of commerce under different 
circumstances of trade and payments, and that 
the quantity of currency bears no fixed propor- 
tion to "the price of commodities ; they take 
also to themselves the benefit of any argument 
to be drawn from the economy introduced 
in the use of bank-notes, which they think 
must have produced a greater effect than has 
been ascribed to it, in lessening the quantity 
of bank-notes necessary to the circulation. - It 
is therefore needless to dwell on the fact of an 
exchange 6 to 8 per cent, in our favour in 1804 
and 5, with a circulation of ^18,300,000 of 
bank-notesy (Finance Committee,. 1807, App. 8.) 
or to shew that, in the end of 1808 and begin- 
ning of 1809, it turned against Great Bri- 
tain, with a circulation less by one million ; to 
point out an improvement of 10 per cent on the 
exchanges^ with a continually-increasing circu^ 
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lation, between Nov. 1809 and May 1810; or 
to recar to the state of the exchanges and price 
of bullion in 1800, when they were nearly as 
unfavourable, with a circulation of 15 or 16 mil* 
lions, as in 1810 withacirculs^tionof 21 millions. 
The circumstances of the internal circulation^ 
it will be said may have been such in 1 804 andS, 
tb«t a greater amount was not then an excess^ 
although in 1 809 a smaller amount was found 
to be $0. But is it not then a fit subject of in« 
quiry, whether circumstances so varying, and 
so greatly operative, whatever they be, may 
not also produce a direct effect on the course 
of exchange and price of bullion ? With respect 
fathe contrivapces to economise bank-notes, it 
should be observed that the London clearing* 
house, the great feature of this economy, has 
existed, as appears by the evidence of the in^ 
spector, 35 years, and its operation was long 
anterior, therefore, to. the restriction-bill, an4 
the increased issue of bank-notes. 

But these are not the only difficulties attending 
a comparison of the amount of bank-notes with 
.their object Mr. Ricardo states, " that the cit- 
.fCulajtioncan never be oyerful," (page 40.) meaur 
lAgjthereby, as I apprehend, (for in this in- 
stance Mr. Ricardo's language is not qujte ,80 
dear And perspiciioi^s as it usually is) that, a^ 
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ibenomin^ {iriice of coniinitii^ .fis^ irkp^ 
feHion to: any it^ereade af Qwn^^^^lkfiA^r* 
tmcy^ tbooghof greater uunierifaJtiinft^tti^l, win 
itot.bear. a higbet proportlipii l^^^e, y^)m of th/f 
QowmotVitki} and although iborc in ^Q Oib^ioiM 
deyin^iatibfi there i^ nb e^coe^^. If t^i^ iDtev^ 
|«dtati0ii« be adopted it wUl bid Pfi^rly ui^el^a^ 
tc^ search :£»/ and itn^re after> isxfs^ft Qf pet 
pev as a^iacfe^ ine nmat be ooBtent J^adlD^ 
pvoof iyf i4!s^ elibteoce' from iis^ effects, .and foitr 
Mtenticm most be directed to ascertain depner 
«krtio% Of am mcMasisd prioe of oommioditic^ 
i6lefy zmiwg oat of,^ and oee»aiiiiied b^^ Jdie 
}Dctiedsad anfiouM b£ the mrcuikting jmHtatu. » 
Tiiteve IS a^ j^sn^ bdwevar, in^ tbe WeaMi 
of ^atioDiifi^ whieb itftioduoes a mode of cofli»- 
j^f ing; the alfkovMt «( eurhsftic;^ with its (Mf&^i^ 

tm 4io'ti«ed by the CoMmitteer j .: . . 

^*'A pri**^'' «fty« t)i^^ Smithy <' wlio sitonid 
«Mact t^at a certdiiii propoption otf bk ta&cea 
should be paid iti a- pape^mooey of airp kwA^ 
tnight tbeireby gi^e a oeit^pitf t^me to diis pa* 
peivmott^y, tvtn tbdugb tb^ t^e of its fiinid 
distbaf ge and i^demptittli ^bottd dep^l^iki alC6- 
gtnifaer (M tbe MTill of tlie pniice. If the BiMlt 
\ffitii€h i^sttied this papef "^eie cai^ful to fcel^ tile 
qliaiitit^ of it alWttjTs somewhat beW mklek 
eotiM «e£^ly be employed i^ tbifirmtinieri the 
demand for it mi^^bt b^ sucb ^ to make it even 



Irar ^rf^ein^ain, or^wll for spiwwbftt mw^ifl 
t)ie imLiJ(0t thaa the quantity of go}4 and sil- 
ver fojTurhich it was ii^sued." The principle 
higii^ admitXtd, on the authority of this isqoinen^ 
writer, it remans to be shewn bow far the cpur 
^tions are, in our ca;s^ f^liilled. 

The enactment i$ ^mple; npt only th^ 
wliple Amount 'of the taxes pf Great Britain 
wc pay^t^le jn jb^pkmotes into the Bank of 
lUffgUnd^ hut even the economy heretofore 
ipoM^ P^ ^o mercantile transapttons has in 
^hi3 ififftance no place* The revenne-hoard9 
^ke no ^raftB^ orders, nor commutations, of 
any kiiid) nor doesr the Bjmk ^^ord in the re* 
peipt.of the^ r^veiwe any pf the faciJitie? tQ 
which it has become a fjirty in it3 dwlings 
^ith barkens, even on the most pressing emer- 
gency ; and bank-notes do, therefore, actuallyi 
(as Dc, Smith supposed they might,) in many 
ca^es bear a positive pfemiam : I mean at ^ont 
periods previously to the isane of dividends, 
when the recetvers^genara) or their agents, 
being bound ^0 make thdr |iayi»eata within a 
giwn day to the Bank, ave oonttfnt to ac^a^t a 
less price for funds or exchequei-bifis, if pbid 
for in notes immediately, Ihan if paid for dti 
the next or any fellowmg 4ay^ ftay 61ml by 
draft payable in the afternoon of the sBpxc day. 
,This> difference, not unfrequently S or 4 times 
the Yahie of the interest of the money, is a 



positilrc premium for bank-nol^, lince? it 
lirouW not be given for a consideration of any 
other kind ; the acceptances of the first mer- 
chants or bankers, East-India bonds, country- 
bank notes, will not obtain it : nothing procures 
it, but that precise commodity, money or bank- 
notes, which alone answers the purpose of ma- 
king the payment required. And if the law 
required that the taxes should be paid ejccla- 
sively in notes, there is no question but bank- > 
notes would bear the same premium, on these ^ 
occasions, against money also ; — for it is their 
scarcity, at these moments, which gives rise to 
it. Nor, if we refer to figures, shall we be 
surprised at this efiPect, or that Bank-notes 
should, at particular periods, be scarce and 
insufficient in amount for the public accommo- 
dation. 

Antecedently to the commencement 
of the war in 1793 the total 
amount of the permanent taxes, 
on an average of four years, (ad 
Report of the Finance Commit- 
tee, 1797,) was • • • . 13,800,000 

Add the real amount of the annual 
grant of land and malt 3^558,000 



wmmmimm^mimmmit 



Total payments to the revenue 
in one year 16,558,000 



'm^rnfm 



1 1,200,00() 
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At this period the amount of Bankr 
hotes in circulation^ on an ave- 
rage of four years, 1793, (Rep. 
Appendix, 49,) was .♦.♦.•. 

And the amount of gold coin, be- 
yond th^t, now in. circulation, ta- 
ken at the amount of ^ 1 and 
£, 2 notes sinc^ issued, being e- 
qual to one^tenth part of the gold 
coinage between I760and 1797 6,100,000 



The total amount of currency^ 

in 1793, being, therefore- . 17,300,000 



aild equal in amount to> or rather exceeding^ 
the payments to the revenue in the course of 
one year. At this period the exchanges were 
much in our favour, gold below the mint- 
price^ and bread at 7|;i/. the quartern loaf. 

The net amount of the public re- 
venue paid into the Bank of En- 
j^land, for the year ending 5th 
Jan. 1810, was ^ ^ . 

Add amount of loan, . including 
3 millions for Ireland, the pay- 
ments for which are made to the 



62,129,781 
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Bank in the same riianner as 

the taxes • 14,674,568 



Total payment as per account 
delivered to Parliament on 
24 March last. ....... 76,805,449 



wmn^^Hmm* 



At the period of the greatest depression of the 
exchange, in the autumn of 1809, the amount 
of Bank-notes, including those of ^ 1 and 
£ 2 and Bank post bills, did mot exceed SO 
millions. T^ie increased amount of currency 
beyond that of 1793 was therefore 3 millions, 
and the increased amount of payments to 
goveramcrtt alone above 60 millions. The 
currency being now little more thau one- 
fourth of the amount of these payments ;*- 
whereas, before the war, it exceeded it ; when 
there was no ground of complaint against the 
rate of exchange, the price of bullion, or that 
of commodities. At present, the total amount 
of Bank-notes in circulation, throughout the 
kingdom, is cancelled between 3 and 4 times 
in each year, in payments to the revenue ; and 
every reader 4nust form his own opinion, whe- 
ther, under such, circumstances, the amount 
is greater than '^ can be easily employed Iq 
this mariner," according to the idea of facility 
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vhicb Dr. Spilth entertained when be uaed> the 
expression.* 

It is not equally easy to form an esttma;te of 
tlie commercial circulation at the two periods ; 
aiad, if it were formed^ the obserirations of the 
Committee would precludie any application of 
it, Butf if is not altogether an unimportant 
fact that, since the restriction, the increase in^ 
the amount of Bank post^bills, a species of 
note not seen in London, and used chiefly fi» 
the purpose of making remittances ta the. 
country, is nearly in proportpn to the increase 
of notes generally. When the amount of Bank# 
notes was 10 to 11 millions, the Bank post'-biUs 
outstanding amounted to JCS oi" 600^000 r now 
that Bank«notes have increased to SO orSl mil** 
lions, the post bills have amounted to cnemil^ 
lion> which I consider as evidence of increaseii 
Eternal circulation in the same pcoportioq^ 

It was more within the power of the Com* 
mittee to have investigated the c^uestiop of de» ' 
preciation ; it was fully within^ their power, at 
least, to have ascertained in what sense^. and 
. .. ' ' * ■' 

* Having occasion, in the course of the last year, to trace 
the payment to the Bank of a note of £1000; i coUeeted, . 
fromrthe mode of search and the observations made; that it 
would be an unusual case if a note of this desqriptivu had 
not returned withiu a month from the period of its issue. 



9r 

to what extent, they mean to impute the itvr 
creased price of commodities to the paper-cir» 
cuIatioDy when they intimate, that the cause of 
the increased price of all commodities is to he 
found in the state of the currency of the coun- 
try ; and, that the Bank is responsible for thd 
effect on prices not merely in the ratio of its 
own excess of paper, but in that of the excess 
of country -rbank paper also. But nothing h 
done in the Report towards either of these ob- 
jects, and its language has ap obvious tendency 
sanction the popular notion, that the in«^ 
creased price of commodities is evidence of a 
depreciation of currency. 

There are two obvious and practical causes^ 
of the augmentation of prices in Great Britain^ 
since the date of the restriction-billy the effects 
of which should have been accurately ascer- 
tained, before a cause not obvious, wholly 
speculative, and against the hasty adoption of 
which even theorists have cautioned us, wa^ 
assigned in the Report. 

. The causes to which I allude are, th^ alter^ 
ed state of the corn-trade, and the scarcity 
prising out of it in 1800 and 1801 : 

And the increase of taxes sinc^ the com^ 
mencement.of the war in 1793. 

Ttoifi the year 1790, Great Britain has cea^ 
sed to prpduce cprn enough for its own cofiii^ 
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Gumption; and has annually imported large 
supplies. At the end of 17.99, there was no 
stock on hand, and, during the deficient har- 
vests of 1800 and 1801, the importations wtrc 
greatly inadequate to supply the loss. The 
scarcity and consequent measures of tho^d 
years are yet fresh in our recollection ; seven- 
teen acts of parhament passed with reference 
to this subject in the last six weeks of 1800# 
Bounties were granted, and every substitute 
adopted, yet the average price of wheat jTor the 
twa ytarsy throughout England and Wales^ 
was 109^. to 110^. and bread ro^e to 18</. the 
quartern loaf It became necessary to advance 
the wages of all descriptions of labour, and 
these, as well as the pay of the army and navy^ 
were raised to the standard of the current pri- 
ces. Although the price of grain subsequently 
fell, the wages of labour did not experience a 
reduction ; and they remain at present nearly 
at the standard to which they were advanced 
about the years 1800 and 180K — If the price 
of labour be now, as it is generally understood 
to be, fully adequate to the present high price 
of provisions and commodities, the excess^ 
during the abatement of price, in the years^ 
succeeding 1801, from an average of IIQ^., to 
an average of 67^. in 1802, ISb, 76s, and 79^- 
in 180;$, 1806, apd 1807) has operated as 
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a cause instead of being the effect of big^ 
prices, and has defeated the endeavours of Parlia* 
ment so to apply the taxation as not to affect 
the wages of labour, and has produced thfi 
same effect which a direct tax on labour, would 
have occasioned. It is, perhaps, impossibly to 
ascertain in .what degree the prices of commo^p 
dities generally have been affected by this ex^ 
traordinary advance of the wages of labour, 
but it appears from the communications made 
to the Board of Agriculture, that the advance 
of wages to labourers in husbandry, between 
179% when export ceased, and I SOI, aniiQant« 
td to 87 per cent, on the prices of 17flO, 
, There are readier means of ascertaining the 
effects of increased taxation. In t793> as I 
before slated, the net revenue amounted to 
about sixteen millions ; but it is the gross re- 
venue which the subject pays, and we may, 
therefore^ call it, at that time, seventeen mlU 
]ions» 

The gross revenue of one year, to January, 
1 8 10, amounted to ^70,240,226, as appears by 
the account delivered to Parliament^ on the24tb 
of March, being an addition to the charge oa 
the land, the labour, the revenue, and expen- 
diture, of British Subjects^ since 1793, of 
*£ 53, 240,000. 

According to every principle of political cco^ 
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liomy^ a tax on land, labour, or industry, is a^ 
tax on the produce of each, as fidlyi if no^ so 
directly, as the taxes levied on goodii at th« 
Custom-house or Ekcise- office, and, thjerefpr^ 
this sum of fifty- three millions must be, aa4 
now is, added to the aggregate price of com* 
modities in Great Britain, beyond th^ir price 
ui 1793, except in, so far as the dire<;t and p^r« 
sonal taxes fall on those who, living ^on fixed 
incomes^ have not the meaps, by the increased 
price of their labour, increased profits, or in-* 
creased rents, to relieve themselves of the bur- 
then. The direct taxes amount to about one^ 

> ..." 

fourth of the whole, and the proportion of 
these, which falls on certaii^ incomes, does not 
affect the price of commodities. If certain in- 
comes be taken at an amount equal to the in-, 
terest on the funds,, (not meaning thereby^ 
that a large proportion of stock-holders do not 
indemnify themselves elsewhere, as proprietors 
of land, merchants, traders, and manufacturers^ 
,but to allow a sum adequate also to the an-. 
Quities on land, salaries of office, &c.) a pro- 
portion equal to one-sixth of a fourth of the 
general taxation may be considered as posi-. 
tively taken out of the pockets of those who 
pay it. To obviate pbjection, let it be admit- 
ted that rVth instead of ^Vth is so taken. The 
remainder, about 47 to 48,000,000; is an annual 
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Augmentation to the price of commodities hi 
Great Britain. Now, the aggregate price of these 
Commodities cantiot exceed the total income^ 
or revenue, by means of which they are consu- 
med, which, from the bfest judgement that can 
be formed of it from parhamentary documents^ 
does not exceed 140,000,000, so that, of the 
present price of commodities, one-ihird taken 
on average, (some more, some less, according 
as they are more or less immediately affected 
by taxation,) miist be considered as represent- 
ing the taxes imposed since 1793; and one- 
third of the present price is, of course, equaF 
to half the price of 1793. 

If any doubt should be entertained, whether 
landholders, for instance, have really been able 
to indemnify themselves to this extent, and to 
raise an additional income equal to such an 
amount of taxation, I may at once refer to satis-^ 
factory documents in proof of it. In the Re- 
port of the Commissioners of Naval Inquiry, 
on Greenwich Hospital, is a statement of the 
xents of the Derwentwater estates, now pos- 
sessed by the Hospital, shewing an increase, be- 
tween the years 1790 and 1805, from ^18,300 
to c£ 24,700, being one-fourth of the present j 

rents; but the last four years, in which very 
considerable additions have been made to the 
rents, are not included. The average increase 
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of Vi^Qii on aruble land, thoughout th< kiflg« 
4om^ l>etw^$n 17dO and 1809| as returned to 
the Bwrd <^f Agriculture^ Waa ^ 40 per ccjnt* 
pn the. rents of 1790, or <£ 28 per cent oil 
those a£ I8iC>9, to whieb returns the .san<i 
observation respecting the fterlod not klolttdeit 
M^iU«ppIy. 

To Whafc ri«e in tlie price of etentnodkies doei 
the ComnDitted allude wbicb isi mdt justified bjr 
the miikipiied operaiii^n of un increased pubfio 
demand on the produce of the latid and labout 
^ the country, to the extent irhiciv haar hdn 
been stated ? The pvice of corn has fiactoaited 
so nmch smi^e the supply hits, under the tqcon^ 
vdniences. of wzr^ deptmded on im^yofftation^ 
that it is become, except on very long averages^ 
an unfit stauifard of comparison : as early as 
1795 and .179S, I fitid the quartern loaf, for 
many months together, at \5d. and, as late as 
1807, the average of the year not exceeding 
11 4. and \\^d.^^\n the course of a single 
year, smd ev*n in succeeding months, varia- 
tions in price, on tbe average of the kingdom, 
of ^ and even ^ of thd value of the commo- 
dity. Tbe average price of wheat for the 
year 180O was i\2s. id. and, for the year 1802, 
67s. 7d. — such fluctuations have obvious re^ 
ference to supply and demand, and can in bq 
degree be referred to corresponding raviationfly 
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either m the ccist of the article or the rfiediutn 
of payment*. Meat has fluctuated less in price 
than corn; the increase of price appears to have 
been progressive, from about 7 rf. to 10 d. per lb. 
but has not exceeded the proportion resulting 
from the natural effect of taxation. 

The metals which are the produce of British 
soil, of which the supply is always equal to the 
demand, might perhaps form a better standard 
of comparison : but, in this commercial coun* 
try, it is difficult to fix on any commodity 
which rs not affected by the circumstances of 
war or peace, as. in the case of timber or hemp; 
comparative scarcity /or superabundance, as 
tallow and coffi?e;. want of demand, as in the 

* I have extracted from the Gazette the weekly pnces of 
grain in the tive years preceding the restriction, from 1792 
to 17969 and the five last years, from I8O6 to 1810 inclusive, 
both periods including great fluctuations of price, but neither 
the extremes of the years 1 800 and 1 801. 

Wheat, Barley, Oats. 

St d, 8. dm 8, d» 

The average of the last five years is^ 87 2 43 50 6 

A decluction of these prices of ^ 29 14 4 10 2 

" ' '  .. ^^^^^ — ^^__ 

\fould leave* ••'« ity 58 2 28 8 20 4 

The average of 1792 to 1796^ is . 57 6 34 20 6 

but I do not' think that any fair inference can be drawn from 1 
the result, because, throughout ibe whole period, the prices 
have been regulated more by importation than any internal 
circumstisuicfs. 
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case of East-India goods ; or want of supply, 
as those from Italy and the Levant. Then, 
again, speculation intei'venes, and raises ex- 
orbitantly the price bf wool, the bubble bursts, 
and wool is an unsaleable commodity, A bad 
harvest occasions a large demand for sugar at 
home ; a friendly disposition in Sweden carries 
all the surplus abroad. A good harvest closes 
the distillery against sugar; French influence 
shuts the Swedish ports against us, and sugar 
has no price. The price of wheat depends on 
intercourse with America ; the distillery influen- 
ces barley ; the value of oats is regulated by im- 
portation from Holland. How, in this chaos, 
the Committee can discover the depreciation of 
our currency in the price of commodities I 
know not ; yet, says the Report, " the prices 
of all commodities have risen, and gold appears 
to have risen in its price otily in common with 
them. If this common effect is to be ascribed 
to one and the same cause, that cause can only be 
found in the state of the currency of this coun- 
try.'* On this most extraordinary passage I shall 
only observe " that your i/" is a great peace- 
maker.*' 

It is not possible to follow the subject of re- 
lative prices to any satisfactory point, without 
engaging in a, very protracted investigation 
^nd a multitude of figures, which I wish to 
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avoid; enough has been adduced tp thew thajf 
an increase in the prices ofcomttiodities of nearly 
oue-half on those current in 17^8 is naturally 
accounted for, without assuming a deprecigi- 
tion of currency, and that, unless a pair of shoes^ 
^hat, or a coat, which would, in 1793, hav0 
cost 8^. a guinea, and 3 guineas, costno^li 
nfjore than 13 ^. 3ls,6d. and four guineas zvA 
a half, the increase of price is not greater than 

r 

may be naturally accounted for, frpm the effepd 
of increased taxation. 

Should any persons be disjposedto pursue fhe 
inquiry farther^ they will recollect that the ef- 
fect on prices produced by taxation i^ exclusivfe 
of, and independent upon, such increase a^ vtaj] 
he occasioned by circumstances specially af« 
, fecting particular commodities ; as great starci^; 
ty compared with the dcnumd, restraints impo- 
sed on introduction or exportation, or heavy 
direct duties, as in the case of Wine, Spirits, or 
Sugar. In adducing taxation as the cause pf 
an increased price of commodities I am not 
certainly introxlucing any novel principle, but 
the more men of every rank have felt the 
necessity of augmenting their incomes, the mw^- 
attention has been paid to obtain sucti increa- 
sed income from land^ tlie mpre operative baa 
the priucipk})€^ome ^ and it does not appear : 



ik^t the Committee have allowed wfficientl^ 
for its effect 

I «ha]jl onlj add a few observations on the 
recommevdation of the Committee to Parlia- 
ment, as the result of their inquiry. 

This recommeodation is conveyed in the. 
shape of opinion, ** That the system of the^ 
circulating medium of this country ought ta 
be brought back with as mu<;h speed as is com^, 
patible with ^ wise and necessary caution to. 
the original principle of cash-payments, at the. 
option of the holder of Bank-paper*^" " Ac» 
cording to the best judgement the Committee 
has been able to form, no sufficient remedy for, 
the present or security for the future can ba 
pointed out, except the repeal of the lattr; 
which suspends the cash-payments of tbp Bank 
of Jlngland/' And the Committee " suggest 
that the restriction of cash-payments cannot' 
safely be removed at an earlier period than two 
ye^rs from the pr^nt time, as it woi^ld be 
h^^ardous to compel the Bank to pay in six 
monUis, should peace be concluded within thai; 
period, and would be found wholly impracti<* 
cable." The' Committee are» therefore, of 
QpimoD, ^^ that, even if peace should intervrac, 
t3va years should be given to the B^s^ for rew* 
ipifig: its payments ; but th»t, eveniC the vtm 
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should be prolonged, cash-payments should 
be resumed by the end of that period." 

Persuaded as I am that both the rate of ex- 
change and price of gold are controuled at 
present by the foreign expenses of government, 
operating upon a small favourable baUnce, I 
cannot of course anticipate any difficulty in 
the resumption of cash-payments by the Bank, 
when those expenses shall have ceased. Nor, 
supposing them to continue, can I contemplate 
greater facility in resuming them at the expira- 
tion of two years than is now experienced. 
The Committee can hardly expect any increa- 
sed activity in our manufactures from a reduc- 
tion of the accommodation they have experien- 
ced ; or an increased exportation to the conti- 
nent as the effect of reduced prices ; (presu- 
ming, as the Committee seem disposed to do, 
that such reduction is just and practicable ;) 
because we see . already that a profit of 3 and 
even 400 per cent, on colonial produce, on 
coffee particularly, the article rhost wanted in 
France, and most superabundant here, is not 
a lever powerful enough to obtain for it an in- 
troduction. Our imports consist, for the most 
part, of articles with which we cannot dis- 
pense, without abandoning altogether the con« 
test in which we arc engaged. If our import^ 
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.are not diminished, our exports increased, or 
oiir foreign payments lessened, I do not see 
how tlje utmost stretch of inconvenience which, 
by reducing the circulation,, the nation may be 
made to suffer, will improve the exchange or 
lower the price of gold. I could point out 
effects of a very different nature, which will 
unquestionably result from it. On former oc* 
casibns, mercantile distresses improved the ex- 
change, by inducing the merchants to draw 
bills on their correspondents abroad to raise 
money, which they would provide for by ex- 
ports, even at a loss. But even this wretched 
shift cannot now be practised ; there is no mar- 
ket on which bills are current to which goods 
can be sent. 

Whilst offering their suggestions to Parlia- 
ment no doubt the Committee had distinctly 
in view 

The evils and inconveniences which they 
propose to remedy ; 

The mode in which the remedy will be pro- 
duced by the adoption of the* recommenda- 
tion; 

And the consequences with which that a- 
doption will be attended. 

These points are no^ however, brought promi- 
nently forward in the Report, and we are left to 
discover, as we can, what the measure is intend- 
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0d th tthcAf ttid fao\r it, is to be:. effiectedi 
^^ A fetura to the ^ ocdiitary ^atem of bank-* 
iflg'' can atdoei say the CoxxmaiUej . '^ ei^ 
fectotttty f^0torie gTMral confidence in t^ 
tttloe of the ctreuhitkii^ im^^m .of the l^Bg«* 
dofn ;'''^^^^ the ieitou& expectatkHi pf tius event 
tifost effferoe a preparatoiy neduoticm of the 
qctkfitity of paper ^"^^'^^ and the anticipatioa 
^ the time when the Bank will be constraioed 
t^ open, may also* be expected to coptribute 
fo the impravevneAt of tlpe foveign exchanges^f 
nrWcb, Ae Committee informs ais, *'they have, 
ttbundantly shewn the Bank to have, thf 
Yiefwtt of ^ conttottling*" 7— 0» these tntiniib^ 
fioAft of the ebjecto - ef the Committee it it 
obvious to remark, that the restoration of 
cfonftfencie i% a work of supererogation : the 
Report had previously infomied us that ^^ want 
of confidence has no place in our prt^sent 
situatiom'^ — The Goihmittee have admiued. 
that the fall of the exchange was oecasioned 
by politicil circumstances, operating on thci 
cJommefeeof the country, yet ihey anticipate 
its improvement from modifications of out 
(Currency. They 'say nothing about the •price 
of bullion, which is expected, dbubtlesi^, to 
return when the Bank shall have sufficiently 
totrtrouled the- exchange; although **Mr. 
t^oxke* atid many tether wpttera^ have ^ oiearly 
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can wAf he ^ retsined Wfriiio it n^iott the ge^ 
flN^l balance of tnde and pj^psietitflf ]» jmH 
iiiyftroataMe/' (Lbrd tLi^erfyooTlf tetter to the 
Kttig/page 169^) amdltheae idieetsare dl to be 
pteduced by » > edQctj<jai in the ^Bitity of ptK 
per, alilioiGigb ' no attempt hu bdm made ie 
kiievr from whence aajr mpcMutt^ can be intdih* 
^fcrawn. ^The yate of wagis of eommoo cenntiy 
labour adapta itaiAi more alow^ly * tot this chMgtt 
Whieh happafiL in the value of ittenfey thafl 
tiM piice of any biher labour or dofimmdit^; 
«Mt the>iMky df Mme cksiM of piibKe servAiitfli 
tf tf^ce raistd^ tiA eoiise^()iieiice <yf adepfeciattoa 
of HioMy, camiot so eonvmently be induced 
a|^in/^ 811^11 b the ophiion of die CcmHnittees. 
Yet, m the fiaiddt of war^ whe& those classeft 
ate iiiimi?Mni#, when that iabotfr is- searee^ 
afld the warges^ of both have adapted them* 
adtea vety' ftilljr to the pneseat value of com- 
ffiodttie^; 'tfiti C<MAddttee recommend a fonied 
ffdiieciofi in' fbe price of the produce of kind 
and labour, from whence those wages are to 
be defrayed. That this is the mtended effect 
,of the^ *^ctfon' \sf iHhlc-paper will be 
readily understood and' adqiitted by those 
who have attentively considered the priliei* 
pieaof ekeob^oti laid dowti by die CommfttM* 
it be tvixidnbered dso tbat the l»xes are 
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tor themMt p»rt jdtd^ nbt f^rdpoftiontl, rates ^ 
tb«yi :tof>|. M well iui tb6^ wages of lab6ur, ate 
adapled to the exbttfig. value of commoditiee^ 
or rather At value of these bfts adat>ted itself 
to the rate of taxation. Kor is this reduction 
ioteftded to be a triftingone: the Committee 
observe^ thati in the present state of our cir«^ 
colatioQ, to coihiiel the Bahk to pay specie iit 
its months would be most hazardous^ and 
woudd bj fiwnd wholly iHopracticable* ^ In 
efie^tiog sa important a change, some diffi^ 
culties D:ust be eacoiiiitered and some eontia« 
g«nj( ,4ang0i^ft to the Bank must be GarefuUy 
guarded against ;^ and| therefore, time is to be 
given to ihe • directors to feel their way, and 
tread back their steps slowly, by a gradual re« 
duction of their paper, whicb, on the princi^ 
pie of the Committee, will produce a fpur« 
fold leducticNa^ in the countryTlMuik paper also : 
tl^e effect oi\ the atji^icultttfai and commercial 
b^!ltmi$ of Ihe cc^^try of sttch a curtailment 

of the usual Bieans of circolatioo I pretend not 
todefine*** 



* Many pciwin m^f M ii i yMt ta q i yjli wUk thaC 
mittee in their Ho^Kqt tp psfirr, unjcr tlNT idta tkal ^ 4e» 
Commodatiotf uSotdtd by it to foerckants aacl kirmmlimA Is 
encdunge tpetttlafkm and enhance prices ; Ibii objectklfr eir 
tains <no«ftnctkHifitim ihe Report; lor theCfiiSiaHliait ofe|a» 
fiioa ** t(iai die laigcitaoioani ef mercaaiile discmmis ly tkt 
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Suppose by any menns, as the cffi^t of thes« 
measures, gold to return generally into chcula^ 
tion, what should we gain ? We adopt an in^ 
strument of circulation most costly in place of 
one which costs nothing ; bdng greatly in debt 
and little to pay withal^ we wish to play at agri» 
culture and commerce with gold eoQnte!ra» Mrben 
paper ones answer our purpose to* the fiiU as 
Veil ; and expdnd in the parehajeof tlietn a targe 
portion of the produce of our, siiil and labour, 
the whole of which we find already iaade^uafis 
to defray: our foreign eKpenditinre. \:. i 

But this part of the subject i^ foNy treated 
by Sir John Sinclair, and is out: of the line of 
sny practical observations. ^ • 

My object has been to ascertain the so^md« 
ness of the ground oa which the Committee 



Bank, if it could be eoinidered by itself, ought never to be re* 
gftrded as soy other than a great publie benefit, and that it k 
only the exeess of paper*>cuFreoey, thereby mMi and kept oat 
in ciTcolatton^ which is to. be coq^deivd as the evil.'' . 

i very niuch wish the Committee had not stamped wid^ i($ 
authority a. doctrine which xequires far more consideration 
than they hate bestowed upon it Were the ^pe^nlations in, and 
conei^iiient increased 'price of,' tallow and wool in the last year 
aUimtaihcfd by IncVeased circulation or by mercantile discounts 
to MivkKiah f Must we a^mit that^ if 3 millions now lent to 
fovemment were repaid and lent out aptin to such ifeool^M>H« 
It flMttl nep^saiily prove 1^ great public b^nefif f 
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.  

of tbe preceding pdge^^ I ^ppiev to nay^f AP 
Ut. fl W ^he lu-ojpositiQ^ 3tt;dJ;ed hy the CQm< 

94iid fouoflatioi^ for lh^ ^IxitraQt^ iro^MOfqig ^ 
tbc.Rcp^;* ' 

fargriyrid J{}. mg^pf^ <ir i^ii$ty4li<w of the iW* 
gpip«9^ . f re ! >fi«N«aeowIy sM^; nd, whm 
corrected, lead to ^H'^mite O0ftcbi#ioiis ; ^ ^ 
64«.T'i|vt the eflfecte %ve^itiiie» we jiniicMiltly 
MQMnied fbr,j bgr lobt/^kms md mdiwif^. eMsfi^ 
and not necessarily .cdbaMe fo mulh M «« 

g^fefftl. ollsertvitiQD^ ihftt ^ lUf of t; .td()f s ,iM)( 
convey the substance of the information ac- 
quired by the po^iipit^Qe^ but, has been ficamed 
omder. the^.iMJ^iieiwJft^^F.^ Judgpin^t yijry early 
|6m»ed (see llfifi. »|>a^f fiL ) ^n the ^bjeci re- 
ferred tath^iiAyWhieli, embracing. itt &iecl^ect§ 
offered to thctr ct)nsM«rtrOT those^^pointe oily 
which accorded with the ititended referenceaj 
would almost lead to the belief, that'flifell^iiort 
])a4 cpiai^ated {xdjsq thi; 5choo>l of those ^onor 

* " • 1 

• «ot fiejy uttenirfise to tfacto/ have csttaUitbe^ 
ingepiou$ theories^ and attempted to tt4w9 
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P. S. The greater part oF the preceding 
work was printed before I^^^seea }irp piake's 
Observations on the Principles of Exchange* 
The reputation which I understand they deser-- 
vedly enjoy would have led me to consider 
them attentively before I offered my observa- 
tions to the public, bad I met with the work 
at an earlier period. I have not even now had 
an opportunity to read it : but, observing a re- 
publication of Mr..ft|i]ahBtl:% tables appended to 
that work, I am led to notice it here as the cause 
of my not again publishing those tables, and I 
refer my readers to them either in MnMushett's 
pamphlet or that of Mr. Blake. 

In glancing over the pages of Mr. Blake's 

** Observations'* a passage has caught my eye; 

Jn page 7S, wliich appears to me not quite free 

from objection. I submit to Mn Blake whe- 

.ther the paragraph, beginning ^* The eflfcct,-' 



110 

« 

dec conttins ftltbgeiher a canBM itateoient^ 
"whether the hnpression it is intended to convey 
U quite conaisteot with the hints given to Mr* 
Wheatley, in the tiote in page 91 ? If it be^ 
perhaps in a new edition Mr. Blake will incor* 
porate the note in the paragraph alluded to^ 
and allow the latter part ofit to fill up tlio 
long interval between the chrolation of S^ mil^ 
lions in 1797 and the 81 millions in November, 
1809. 
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JPREJPACE^ 



A* ROM the circumstance of my having beeit 
a member of the Bullion Committee^ and from 
its being known to several of my friends that I 
had taken a part in the discussion which pre- 
ceded the Report, I have been pressed, by' 
more than one of them^ for some explanation 
of my opinions respecting the state of our cur^ 
rency and circulation, and of the grounds on 
•which those opinions are founded.^— Gratified 
to find their attention awakened to all the im^* 
portance of the subject, and with my own 
feelings fully alive to it, I committed to paper 
£he substance of my opinions, in part before, 
and the remainder very soon after, the publi- 
cation of the Report/^ 

Proportionate to the general interest excited 
by that Report, has been the clamour raised 
against it. That clamour, and the Strange doc- 
trines which are set up in opposition to the 
principles and conclusions of the Committee^ 
have induced some of those Who had originally 
read what I had written with the partiality of 

a fri«n,d85 
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friiSDds^ to express a wish that I would pnb* 
lish it. 

If this wish had not been fortified by other 
considerations, I should not, by yielding to it^ 
' have exposed myself to the imputation of that 
vanity, to which such indiscreet compliance is 
'generally, and perhaps often justly, ascribed. 
But when so many peas are employed to pro- 
pagate what appear to me most false and dan- 
gerous theories upon the subject of our curren- 
cy; when several of those who have taken upon 
themselves to controvert the Report, have gone 
out of their way to misrepresent the conduct^ 
and to cast obloquy on the characters and mo- 
tives of those who concurred in it; and above 
-all, when the many evil consequences of an erro-^ 
Beous, or even an unsettled state of the pub- 
lick mind upon a question of such vast im- 
portance, are considered ; I trust that I shall be 
justified ki submitting, what was originally pre- 
pared for an indulgent and limited circle only^ 
to the examination and judgement of a more 
extended and impartial tribuuaL 

With deference then I venture to offer to 
the publick an exposition of the course of rea- 
soning which led my mind to the conclusion 
which I have formed upon a question in which 
the publick has so deep an interest. 

Any 
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Any mail) I think, ^ho has read the pain« 
phlet of Sir John Sinclair, or the speech of 
Mr. Randle Jackson to the Proprietors of Bank 
Stock, (as reported in the newspapers,) must 
admit that I have not unfairly described the 
attacks which have been made upon the Re* 
port of the Bullion Committee. 

Both these productions appeared long after 
the following observations were written. To 
ent6r into any examination of their contents is 
not compatible with the object and limits of 
'these introductory remarks; nor indeed, if it 
were, should I be tempted to such an exa- 
mination, notwithstanding the circular invita- 
tion with which the Right Honourable Baronet 
is said to have accompanied the distribution 
of his pamphlet. 

When among other theories equally extraor- 
dinary, — (whimsically dignified with the name 
of axioms in the work itself) — this author, be- 
fore he is well clear of his preface, lays it 
down as a leading principle, " that the abun- 
" dance of circulation is the great source of 
" opulence and strength ;" and emphatically 
styles it " themine of Tuiti&nal prosperity;' — when 
he defines Money to be " a well regulated paper 
** currency with a certain proportion of coin"— r 
I should be at a loss how to deal with such 

a 2 axiomsn 
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axioms. 'They appear to belong to that class 
of propositions which have been sometimes 
characterized by rhetoricians as being " nei-* 
ther true nor false ;" and as they are (to me 
at least) wholly unintelligible, they must of 
tourse be unanswerable- 
There is, however, one charge against the 
Committee,' much dwelt upon both in the 
speech and in the pamphlet to whitih t have 
referred, with which I must detain my reader^ 
for a few moments. It is that of having made 
a Report directly contrary to,* and altogether 
inconsistent with, the evidence. — This assert 
tion has surprised me: and I have looked in 
vain for any proofs in support of it 

The Committee endeavoured, in the first in- 
stance, to collect and place upon their records 
certmn facts ; such, for instance, as the con- 
tinued high price of gold bullion^ and the great 
depreiSsion of the foreign exchanges. — To any 
explanations^ that 'U ere offered by the witnesses^ 
of the causes which had produced this state of 
things^ they listened with the most patient 
attention: and have given them a place in the 
Appendix^ in the words of the parties examined. 
But when these explanations appe^ared to the 
Committee to be either unfovinded or insuffi- 
cient ; to be contradicted by the experience of 

fonner 
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former times, or by the actual state of facta; 
to be inconsistent with each other, or with the 
admissions of the witnesses themselves ; could 
it be the duty of the Committee to adopt theni 
^s their creed ? Was it not rather their duty 
to state, in what respect, in what degree, and 
jij what instances these explanations, appeared 
to theui unfounded or insufficien,t; and to poin|: 
.out the circumstances by which they were con- 
Jradicted, and the inconsistencies which they 
inyolyed ? 

It was indeed for the House of Commons to 
consider whether they would appoint such a 
Committee at all, or refer such a subject to 
such a mode of examination ; and if it was 
foreseen that the promulgation of an opinion, 
such as that which the Committee have foriped, 
would be attended with publickmischief,(which 
I however am very far from thinking) it might, 
in that case, be matter of regret that the House 
should have consented to its appointment. But, 
even in that case^ nothing can be more unjust 
than to impute as blame to the members of the 
Committee, acting under the orders of the 
House, the due discharge of a duty which the 
Jiouse had thought proper to impose upou 

l^bem. 

In the execution of this duty it became 
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necessary to ascertain the principles by which 
the Directors of the Bank of England had been 
gOTemed in the issues of their paper since the 
restriction. 

This information could not be obtained from 
them in their corporate capacity: it could 
only be collected from those who were at the 
head of the Direction. 

This forms by far the most important part 
of the evidence: because the supply of our 
circulation being now without controul in 
the hands of the Directors, it was esgential 
to ascertain by what rules and principles 
they were guided in the exercise of this exr 
tensive discretion. Before this enquiry, these 
rules and principles were, I believe, unknown 
to the publick : they were certainly unknown 
to me. The Committee have stated them in 
the words of the Governor and Deputy Go- 
vernor of the Bank; and have assigned rea- 
sons for thinking that they do not ^afford a 
check constantly and sufficiently operative 
against an over-issue^ and consequent depre- 
ciation of Bank paper. — Is this what is called 
making a Report directly contrary to the evi- 
dence ? 

Mr, Jackson, indeed, is of opinion tha^; the 
Comnaittee ought to have surrendered their 

ju^dgement 
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jtidgeraent altogether to the authority of those 
witnesses who asserted, that Bank Notes bt6 
^^ not depreciated;" and who stated a» the 
grounds of that assertion, that " in their ex* 
" tensive and various transactions, no difference 
*^ exists between Bank Notes and coin." — As 
Mr Jackson is, unfortunately, not the only 
person to whom this inference appears io be 
conclusive, it may be regretted, as an omis- 
sion, that the Report of the Committee did not 
more particularly guard against it. There is 
perhaps no part of the question which is capa- 
ble of being s^ettled with greater ease and cer^ 
tainty. The experience of our own, as well 
as; of all other countries, has placed beyond 
the reach of controversy the proposition, that 
if one part of the currency of a country (pro- 
vided such currency be made either directly 
or virtually a legal teuder, according to its 
denomination^) be depreciated, the whole of 
that currency y whether paper or coin, must be 
equally depreciated. This proposition, I trust, 
the reader will find satisfactorily made out in 
the following ps^es. 

Whilst I am aware that I must despair of 
convincing persons so entirely: at variance 
with the first principles of political econf^my^ 
^«re is a^aother, and I hojpe a I^rgeir class, 
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to whose understandings the following obter* . 
vations must appear superficial and unneces*' 
sary. They certainly contain nothing which 
is new; or which can be striking or interesting^ 
to any readers of that class. A discussion 
which goes back to the first principles of our 
money system, and in which, at the risk of a 
wearying repetition^ the same propojsition is 
illustrated in several, different paodes, must 
appear superfluous to persons who are already 
well acquainted with those principles; and 
jwhose own ingenuity would supply them with 
illustrations more apt than any that I have 
beai able to furnish, 

But J am convinced, as well from the ex-r 
perience which J derived fi-om the enquiries 
carried on in the Bullion Committee, as firom 
every thing that has since, come under my 
observation, that a great proportion of the 
publick, including (even in the limited circle 
of my own acquaintance) many men of exceU 
lent understandings, have either overlooked 
the elements of the whole question ; or, mor^ 
probably, have never turned their mi^ds to. the 
course of enquiry, which, if properly pursued, 
must have prevented some of the misconcep^ 
tions now afloat on this subject. To the want 
of this knowledge, to the w^^nt of time, or 
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opportunity, or incUnatioB to attain it, much 
of the error which prevaUs in some quarters, 
and of the doubts, uncertainty, and apprehen* 
. sion which exist in many others, is, in my opi- 
nion, to be ascribed. 

In the 'present state of the question, surely, 
^o man who takes any interest in pubUck 
affairs, more especially if he have any legisla- 
tive duty to discharge, will hesitate to acquire 
that 'knowledge; and to overcome any disinclio^ 
nation that he may feel from the natural dry- 
ness, or supposed intricacy of the question* 
The necessary information is to be easily ob- 
tained, by resorting to the history of our cur- 
rency in former periods, and to those authors, 
in our own language, who are looked up to as 
of the highest authority in political economy. 
To which I may add, that, since the agitation 
of the question in Parliament, several excellent 
publications on the subject have made their 
appearance. 

Of most of these publications, however, 
including even the very able pamphlet of Mr. 
BiAKE,* I cannot help observing, that they 

* " Observations on the principles which regulate the 
^* Course of Exchange, and on the present depreciated State 
^* of our Currency." By W- Blake, Esq. This pamphlet 
contains the most complete exposition of the. whole doctrine 
of exchapge that I have met with in any language. 
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appear to me, both to suppose a degree <rf 
elementary information in their readers^ which 
all do not possess ; and to take for granted, on 
the part of their opponents in the argument, a 
concession of principles, which have, indeed^ 
been long since established as fundamental 
truths; but which have been again called in 
question on the present occasion. To revert, 
therefore, to first principles^ and to endeavour 
to prove again what has been already so often 
proved, may, as I presume to think, be a 
useful, though humble, help in the discussion 
which now agitates the publick opinion of the 
country* 

They who think with me, that it is by the 
establishment of sound, and the detection of 
false principles, upon points of general interest 
and leading importance in political economy, 
that the greatest benefits are secured to nations^ 
or the greatest calamities averted from them, 
will not find fault with the mode in which I 
have ventured to treat tlie subject. They will 
even pardon the repetitions, which I ha^^e found 
unavoidable, when they consider that, in a 
question of a complicated nat^irei but admit- 
ting (as I conceive) of strict proof, one mode of 
arriving at the truth is more easily apjMre- 
faended bv some minds, and another by others]^ 
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and that, in contentions, where interest and 
prejudice take a part, it is not enough to esta- 
blish a proposition; it is also necessary to 
expose the fallacy of the reasoning \)y which it 
is attempted to be controverted. 

Having once made up my mind to submit 
these remarks to the publick, I could not 
think of withholding my name, I am anxi- 
ous to meet, upon a fair and equal foot- 
ing, those persons who have publickly attacked 
the Report of the Committee. I wish to draw 
from them, either an admission of the princi- 
ples which I state;— or a clear and explicit 
exposition of their own. If they admit tha 
principles stated by me, it is for them to recon- 
cile their own deductions to those principles, 
so admitted; and to disprove mine. If the 
difference between us be as to principles^ let 
them lay fairly before the publick those, on 
which their theory is built; and shew the prac- 
tical consequences, to which their own princi- 
ples wcfeld, in their own opinion, lead. 

I may add, that none of the considerations 
which sometimes disincline men in publick 
life from this mode of declaring then- senti- 
ndents, apply in the present instance. The 
question is already necessarily before the pub- 
lick- The parliamentary discussion of it is 

unavoid- 
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4inavoidabfy at some distance. It is plain thaf; 
the opinion of the publicly: will not remain so 
long altogether suspended: and besides it is 
a subject upon which many persons would 
rather collect their ideas and form their 
decision in the leisure of the closet, than iij 
the warmth of debate. 

I have yet another reason for avowing my 
opinions as openly and as early as possible^ 
If I kno>y my own mind, those opinions have 
bpen formed as coolly and dispassionately, as 
they could have bpen upon any point of abr 
8tract science: and I should have felt it as 
. impossible to avoid coming to the conclusion 
to which J have been led upon this subject, 
as to refuse my assent to the demonstration of 
p,ny problem in mathematicks. I say this the 
rather, because I see (and I see with deep 
regret) an attempt made to create political 
divisions oi| this subject: apd to array parti? 
cular parties against principles which, surely, 
p-re not tQ be classed among the articles of any 
political creedj or to be considered as conr 
nected with the separate interests of any 
party :— principles which, if false, may be dis? 
proved by calm argupient, without the aid of 
Influence or combination; but which, if true, 
pannot bp refuted by clamour, and could noj; 

bjB 



( Mil ) 

be overpowered by numbers or authority^ 
without material hazard to the interests of the 
<:;ountry. 

So far as I know, and as I believe, this 
attempt has not hitherto been successful. The 
speech of Mr* Randle Jackson, though it ira* 
putes party spirit to others, is obviously dic- 
tated by nothing more than a corporation 
spirit : a distinction which, fortunately^ is too 
plain to be misunderstood* As to Sir John 
Sinclair, the only other avowed author of 
such imputations, it would be most unjust, 
both to him and to mankind, to suppose him 
the organ of any other sentiments than hii 
own. ' . 

Fatal, indeed, would it be for the country, 
if those who are to decide upon this ques- 
tion, — (a question which, while it is, on the 
one hand, so abstract as not to allow to error 
the apology of passion, yet, on the other handj 
affects, in its practical consequences, the 
interests and the comforts of every class of 
society,)*— could be persuaded to regulate 
their conduct, upon this occasion, by any 
feelings of political partiality or hostility. 1 
trust that such feelings will^not be allowed to 
disturb and exasperate this discussion : and, 
as to myself, I am most anxious to declare 
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have not yet made any progress; and while 
the course of party politicks, (if, most un- 
fortunately/ party politicks are at any period 
to mix themselves with the subject,) is yet 
unascertained. 

I am aware that I have already detained the 
reader too long upon points which are, in some 
degree, of a personal nature; especially as 
there is one other, more entirely personal, per- 
haps, on which I must request his indulgence 
for a few sentences. In discussions of an ami- 
cable nature which have arisen with those for 
whom these observations were originally in- 
tended, I have been asked, (and the question 
may possibly be repeated in a less amicable 
manner,) " Why I did not give to the publick 
an earlier warning on the subject, — why not, 
while I was myself in office, and before the 
evil had grown to its present height ?" 

My answer is, first — that it is one things 
to trace effects, the existence of which is 
manifest, up to the causes which produced 
them: but that it would have been another, 
to foresee all the possible consequences of 
a new measure ; especially when those conse- 
quences were liable to be produced, or to be 
varied, by circumstances of which one had no 

know^ 



( 4V ) 

knowledge. To the pei^picacity^ wWdh aIot»r 
could have qualified me for such foresight I do 
fitot (H[etend; hnti nothing more than diligenci^ 
and impartiality was required to qualify for 
the task of that enquiry and examination which, 
where the conclusion is as plain, as to my un* 
derstanding it appears in the present instance, 
could not fail to lead to conviction. 

I answer secondly, that neither I, nor any 
man with whom I ever had intercourse, offi- 
cial or private, upon the subject, at any time 
considered the restriction of Bank payments 
as any other than an expedient, originating in 
necessity; and determinable whenever that 
necessity - should cease. Nor could I have 
imagined, till the examinations before the Com--^ 
mittee produced the disclosure, that there ex- 
isted any individual who viewed it as an imr 
provement in our money system, or who could 
look with satisfaction to the possibility of its 
indefinite continuance. 

I answer further, that those consequences 
of this measure which are developed in the 
Report of the Committee did not arise till 
a late period. Up to that period, the foreign 
exchanges were not unfavourable; and the 
market price of gold not materially above 
the Mint price: — two circumstances, of 

which 
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irrhkh 1 felt assured that the Bank Birectorffi 
ttever }ost sight in regulating their issues^ 
During the suspension of cash payments, si 
permanent depression of those exchanges, or 
a rise in the price of gold^ appeared to be 
pointed out to them, by the principles of their 
institution, and by the course of all former ex- 
perience, as the obvious and best criterion kA 
any tendency to excess in the amount of their 
paper. It was therefore natural to conclude^ 
that, in regulating their issues^ they constantly 
and carefully watched these indications of the 
value of their notes. Persons more conversant^ 
than I could be, with the course of business 
at the , Bank, and whose opinions . might na- 
turally be supposed to have great weight with 
some of the Directors, whilst they urged the 
importance of this criterion, appeared to enter- 
tain the same confidence With myself^ that Xo 
all practical purposes, it was duly observed,^ 
It was not, till the Committee were furnished 
with the evidence of the Governor and Deputy 
Governor of the Bank, that I found that, in re- 
gulating the amount of their issues^ the Bank 
had no reference to this criterion* 

* See — An Enquiry into the Nature and Effects of thtf 
Paper Credit of Great Britain* By Henry Thornton, Esq* 
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iBielbre that declaration was made, I d\rtt 
thatipyvopmions upon the whole subject were 
inuch more undecided* When the great fiaD 
in the foreign exchanges first took place, I as^ 
cribedit, without hesitation^ &nd perhaps with^, 
out much reflection, altogether to the eflect of 
the violent measures, political Hhd commer^ 
cial, adopted on the Continent; and to the 
suspension of our commercial intercourse with 
the United States. When that fall had conti^ 
nued for near a t^^^elvemonth, doubts arose in 
my mind whether, the cause of its long con^ 
tihuance might not be, that the Bank, from too 
much indulgence to their customers at some 
particular moment, had somewhat improvi^ 
dently extended their issues; and^too much 
delayed restoring them toa proper level. But 
as I still took for granted that they had not 
lost sight of the criterion above mentioned^ my 
doubts went no further^ 

Such Was the state of my mind at the time 
when 1 retired from office. Every month 
which passed from that timey whilst our ex- 
changes were growing worse^ and the plice of 
gold rising, (notwithstanding that our expedi^ 
tion to the Continent was terminated, and 
our pecuniary aid to Austria discontinued,) 
could not fail to increase those doubts. 

b Under 
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Under these circumstances^ and very soon 
after the opening of the last sessioti, the sub- 
ject was taken up in parliament. When the 
Committee was appointed, I gave to the En- 
quiry all the attention in my power. The 
general principles which I carried with me to 
Ihat Committee were the sQ.me which I no\t 
profess ; but the information which has led me 
fo a more specifick and particular application 
of them was chiefly derived, from what came 
out in the investigation. When I found that 
the principle of regulating, the issues and as- 
certaining the value of their paper by a refer- 
ence to some jixed sfmvSmd^ and eveh the ex- 
istence of such a fixed standard were either 
altogether overlooked by the Bank, (they could 
scarcely be unknown to them) or utterly dis- 
r^arded in their practice, — my astonislinient 
was great indeed. From that moment I was 
more at a loss to explain to myself why the 
evil was not greater, than to account for its 
present extent. 

I am not ashamed to add that my indi- 
vidual efforts "would not have enabled me 
to follow in all its practical bearings a sub- 
ject of such extent and intricacy, without a far 
mora regular and careful attention than was 
compatible with the incessant occupation, and 

multi- 
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multiplied duties of such publick situations a$ 
it has been my lot to fill : — and this is far from 
the only instance in which rthe studies and 
self-examination of retirement have shewn to 
me how great in almost every respect (assi- 
duity perhaps excepted) were my own defi- 
ciencies in office. 

I can, however, conscientiously declare that 
whatever humble means I may possess of discri- 
minating between truth and error, between de- 
grees of probability and strict proof, between 
conjecture and certainty; have been recently 
and anxiously employed in the re-examination 
of the opinion which I supported in the Com- 
mittee. 



Eartham^^^d October, 1810. 
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QUESTION, &c. 



JL H£ various definitions of the word money^ 
and the different acceptations in which that word 
is used in the ordinary transactions of life, have 
contributed to produce much of the doubt and 
uncertainty which prevail at this moment re- 
specting the state of our currency. 

Moneys in the popular sense, is frequently con- 
sidered as having no other value than one purely 
arbitrary and conventional. It is sometimes 
defined to be Xht .representative of all other 
commodities; and sometimes the common mea* 
sur-e of them. These definitions are bdth in- 
complete, as applied to money ; because they 
are equally applicable to every description of 
currency^ whether consisting of the precious 
metals, of paper, or of any other article. 

It is of the essence of money to possess in- 
trinsick value. 

The quality of representing commodities dof^s 
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not necessarily imply intrinsick value ; because 
that quality may be given either by confidence, 
or by authority. The quality of being a com- 
mon measure does not necessarily imply intrin- 
sick value, any more than the possession of a 
foot rule implies the power of acquiring what- 
ever it enables us to measure. Money y or a 
given quantity of gold or silver, is not only the 
common measure^ and common representative of 
all other commodities; but also the common and 
universal equivalent. 

Paper currency has, obviously, no intrinsick 
value. 

A promissory note, under whatever form, or 
from whatever source it may issue, represents 
value. It does so, in as much as it is an under^ 
taking to pay, in money ^ the sum for which it is 
issued. ^ 

The money, or coin of a country, is so much 
of its capital. Paper currency is no part of the 
capital of a country. It is so much circulating 
credit. 

Whoever buys, gives — whoever sells^ receives 
such a quantity of pure gold or silver as is equi- 
valent to the article bought or sold : — or if he 
gives or receives paper instead of money, he 
gives or receives that which is valuable only as 
it stipulates the payment of a given quantity of 

ffold 
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gold or silver. So long as this engagement is 
punctually fulfilled, paper will of course pass 
current with the coin with which it is thus con- 
stantly interchangeable. Both money ^ therefore, 
and paper^ promissory of money ,^ are common 
measures and representatives of the value of all 
commodities. But money alone is the universal 
equivalent; paper currency is the representative 
of that money. 

Of paper currency^ however, there are two 
sorts { the one resting upon conjidertce^ the other 
upon authority. — Paper resting upon confidence^ 
is what I have described as circulating credit; 
and consists in engagements for the payment, on 
demand, of any specifick sums oi money : which 
engagements, from a general trust in the issuers 
of such paper, they are enabled to substitute-for 
money in the transactions of the community.— 
Paper resting upon authority^ is what, in com- 
mon language, is c^WtA paper money; and con- 
sists in engagements issued and circulated under 
the sanction, and by the immediate intervention 
of the publick power of the state. 

Paper, such as alone used to be current in 
Great Britain before the Restriction on the Bank, 
was strictly circulating credit. — The paper cur- 
rent in Austria^ Russia^ &c. is properly deno-- 
minated paper money. 

B 2 The 
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I'he division and subdivision of the precious 
metals into various shapes and sizes ; the pro- 
portion of alloy mixed with them in the coins of 
diirerent countries ; the stamp affixed upon such 
coins, and the names by which they pass cur- 
rent, are things in their nature arbitrary; and 
subject to such regulations as may be made by 
the sovereign power of each independent state. 
By any alteration in these particulars, the price 
of all other commodities, or, in other words, 
the amount or denomination of money in which 
their value is stated, may be altered; but these 
changes cannot affect the relation which the 
value of the bullion contained in the coin bears 
to that of such commodities. 

PricCy therefore, is the value of any given 
article, in the currency^ by reference to which 
that article is measured; and must, of course, 
be varied by any variation in the quantity of 
jgold or silver contained in such currency. 

Supposing, for instance, the currency of a 
country to consist of gold, and that, without any 
variation in the relative proportion of this metal 
to that of other articles, the denomination of the 
existing coin should be raised, or its standard 
lowered, in any given proportion, the prices of 
iill commodities would rise in the same propor- 
tion ; although the real value of evfery such com- 
modity^ 
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modity, measured by a reference to the quantity 
of gold in such coin, would remain the same. — 
If, on the other hand, the quantity of gold in 
such a country (considered for the moment ab- 
stractedly from its intercourse with other coun- 
tries) should be increased in any given propor- 
tion, the quantity of other articles and the de- 
mand for them remaining the same, the value 
of any given commodity, measured in the coin 
of that country, would be increased, or, in other 
words, the relative value of gold to other com- 
modities would be decreased in the same propor- 
tion; although the denomination and standard^ 
of the coin should remain unaltered: and al- 
though no addition should have been made to 
the actual amount of that coin. 

It must be almost sifperfluous tq observe that 
by denomination is meant the specifick name un- 
der which a piece of metal of a given quantity 
is known in the state of coin; and that standard 
is the precise quantity (ascertained by tpeight and 
Jineness) fixed by law for pieces of each denomi- 
nation. Thus the standard fineness of pur gpld 
coin is eleven parts of pure gold and oneof alloy ; 
and tl^e denomination of a piece weigl^ing 5 dwts. 
91^ gr. isaguinjea. 

It follows from this, that the right and duty 
of coining, which, in every independent state, 
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is one of the most important attributes and 
functions of sovereignty, consists in affixing 
to certain pieces of the precious metals a stamp; 
which becomes to the subjects of that state, 
and to all the world, a publick voucher, that 
each piece, according to its denominatioif, is 
of the weight and fineness fixed by the law of 
that state. The publick honour and integrity 
of the legislature are pledged to the fidelity and 
exactness of the voucher, which is thus issued 
in the name of the Sovereign. ' 

There is not therefore, nor can there be, any 
difference whatever, between any given coin, 
and an uncoined piece of the same metal of 
equal weight and fineness, except that the quan- 
tity of the former is accurately ascertained and 
publickly proclaimed to all the world by the 
stamp which it bears. 



To apply these general observations to the 
particular money of this country : — 

I assume, as admitted, that, in Great Britain, 
gold is the scale to which all prices are referred, 
and, since the Spth of the King, the only legal 
TENDER, except for payments under 25/. 

I likewise assume^ as unquestionable, both in 
fact and in law, 

1st, 
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1st, That a pound of gold, of our standard, 
is coined into 44 guineas and a half; and that 
any person may, at the King's Mint, procure 
any quantity' of gold to be so coined, free of 
any expense whatever ; the officers of the Mint 
beiag obliged to return, in coip, precisely the 
same quantity which may have been deposited 
with them, without making any ciharge for the 
conversion of it into money. 

2dly, That, by law, these guineas which, when 
fresh from the Mint, weigh. 5dwts. 9f8grs. e^ch, 
cease to be a legal tender if, by wear or 
otherwise, they aj*e reduced below 5dwts. 8grs^ 
which is a diminution in their value of a small 
fraction more than one per cent. 

Consequently, the law of England, before the 
year 1797, distinctly secured to every man, that 
he should not be compelled to take, in satisfac- 
tion of a legal debt, for every guinea of that 
debt, less than 5dwts. 8grs. of gold of standai;d 
fineness ; and, as distinctly, that he should not 
be obliged to receive, as the representative of a 
guinea, or a guinea's worth, any article or thing 
which would not purchase or procure that quan- 
tity of gold. 

Such was the state of our current coin before 
the year 1797. 

The Bank of England, as every body knows, 
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is a chartered Company of Merchants whose 
promissory notes, for more than a century, have 
constituted a very large proportion, of the cir- 
culating credit of this country. From the in- 
stitution of that Company up to the year 1797, 
there had been no interruption to the convjprti- 
bility of their notes into money ;' nor any inter- 
ference on the part of the State in any thing 
that conceined the issue or circulation of those 
notes. — This Company were simply the Bankers 
of the State, and, by a condition of their char- 
ter, its Agent for the payment of the dividends 
due to the publick creditor. 

In 1797, in consequence of a demand upon 
the Bank for gold, continued for a time, and in 
a degree, altogether unusual, and arising from 
a combination of untoward circumstances and 
events, partly political, and partly commercial ; 
the Directors of that institution felt themselves 
bound to state to the Government the unprece- 
dented difficulties and embarrassments of their 
situation. 

It is but justice to them to remark, that they 
did not resort to this measure, till they had tried^ 
and found unavailing, all those means of check- 
ing th^ drain of cash, which had been effectual 
on fbrmer occasions. On these former occa- 
sions the Directors had uniformly found, that 

to 
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to lesseia the amount of their issues of paper^ 
was the sure mode of checking and ultimately 
stopping the demand for gold. It was natural 
for them, as practical men, to follow their esta* 
btished course ; but when they found that, in- 
stead of abating, the drain increased every day, 
in proportion as they contracted the amount of 
their paper, it was equally natural for them to 
mistrust their own experience. 

In this state of affairs, the remedy which was 
applied to the difficulties bf the Bank and of the 
Country, was an act for the temporary suspen- 
sion of cash payments. 

It is material to understand precisely the na- 
ture of the change which this act created in the 
state of our circulation ; a change of the mag- 
nitude of M'hich no man was more sensible than 
the persons whose duty it was to propose it to 
Parliament. 

This act did not repeal any of the- former re- 
gulations to which I have adverted, and which 
are the foundation of our money system. Nei- 
ther did it make Bank notes a legal tender.-^It 
did not alter in any respect the existing state of 
the law, either as to the weight or the fineness of 
the gold coin; or the act of the 39th of the 
King. It merely suspended other provisions of 
law (having in themselves no reference to our 

circulation^ 
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circulation, or ;wo«c^ system) by which, ia de- 
fault of payment, the person and goods of a 
debtor are made liable for his debt. This liabi- 
lity it suspended, in- cases where a tender shall 
have been made to the creditor of the amount 
of bis claim in nbtes of the Bank of England. 

If it had been proposed, at once, to make 
Bank notes a legal tender^ and, in direct terms, 
to enact that every man should, thenceforward, 
.be obliged to receive them as equivalent to the 
gold coin of the realm, without reference to the 
quantity of gold bullion which might be pro- 
cured by a Bank note of any given denomina^ 
riow;— ^such a proposition would have excited 
universal alarm, and would have forcibly drawn 
the attention of the legislature and the publick 
to the real nature of our circulation, and to 
the possible consequences of such an innovation. 
But, certainly, nothing of the sort was in the 
contemplation of any man when the first suspen- 
sion act was passed. — That it was then considered 
and proposed, as an expedient which would be 
but of short duration, the course of the proceed- 
ings in Parliament abundantly indicates. 

Such being the original character of the mea- 
sure, it is not extraordinary that, in that crisis, 
Parliament, without much hesitation, and with- 

ft 

out any suspicion of the ultimate possible con- 

sequences!^ 
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sequences, should have afforded a temporary pro- 
tection from arrest to a debtor, who should have 
made a tender of payment in Bank notes. But 
if, in the year 1797, it had been foreseen that 
this temporary expedient would be atteriipted to 
be converted into a system' for an indefinite 
number of years ; and that, under this system, in 
the year 1810, every creditor, publick or private, 
subject or alien, to whom the law, as it then 
stood, and as it now stands, had secured the 
payment of a pound weight of standard gold for 
every 46/. 14^. 6d. of his just demand, would be 
obliged to accept, in full satisfaction, about 10 4 
ounces, or not more than seventeen shillings in 
the pound; with a prospect of a still further re- 
duction in every subsequent year: — it is impos- 
sible to conceive that the attention and feelings 
^f Parliament would not have been alive to all 
the individual injustice, and ultimate publick ca- 
lamities, incident to such a state of things; atid 
that they would not have provided for the ter- 
mination of the restriction, before it should hare 
wrought so much mischief, and laid the foun- 
dation of so much confusion in all the dealings 
and transactions of the community. 
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Whether the actual state of things be such 
as I have just described, is the question upon 
which the piublick attention is now fixed : — and 
to which, I conceive, there can be but one an- 
swer. If the reader shall go along with me in 
the following statement, that answer will appear 
to him as obvious as it does to me. 

1st. A pound, or twelve ounces of gold, by the 
law pf this country, is divided into 44 guineas 
and a half, or 46/. 14^. 6d, 

Sdly. By this division, which is made at the 
publick expence, and without charge for coin- 
age, nothing is added to the value of the gold ; 
gnd nothing taken away from it. 

Sdly. A pound of gold, therefore, and 
46/. 14^. 6d. being equivalent, being in fact 
the same thing under different names, any cir- 
fiulating credit which purports to represent 
46/. 14^. 6d. ought, by the hw of this country, 
%o be exchangeable at will for a pound of gold. 
. 4thly. No alteration has been made in thi» 
f t^tp of law except by the act of 1 797* 
. 5thly. The professed and intended operation 
pf the act of 1797 was not to diminish the quan" 
//jfy pf gold for which any specifick amount of 
circulating credit ought to»be exchangeable, but 
merely to suspend, for a time, the option of the 
exchange. 

6thly. 
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6thly. But the sum of 46/. 14^. 6d. in bur 
present paper, will procure in exchange for gold, 
only 10 i ounces of tljat metal: — A pound of 
gold is now exchangeable for 561. in paper cur- 
rency. Any commodity, therefore, which is 
equivalent to a pound of gold, is also equivalent 
to 56/. in paper. 

It follows that the difference between 661., and 
46/. 14^. 6d. or between 12 ahd 10 J ounces of 
gold, arises from the depreciation of the paper-; 
and is the measure of that depreciiation, as well 
with respect to gold, the universal equivalent^ z% 
to every other commodity. 

Those who differ from me in opinion must bte 
prepared' to deny some one of these facts, from 
which, if not disproved, the conclusion necess^* 
rily follows. They must either shew, that I 
have mis-stated the permanent laws of the realm 
which regulate our coinage, and determine our 
legal tender; or they must shew, that gold h 
•not the basis of our money — that its value is 
not measured by its quantity — ^that the value of 
that quantity is varied by its conversion itito 
coin. But these are propositions which no man 
who has ever looked at the subject will attempt 
to maintain. 

Otherwise they must shew that the intet^ 
•ion of the temporary law of 1797 was different 

from 
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from that which I have ascribed to it ; and that 
it was intended, by that law, either to lower our 
standard, to alter our legal tender^ or to leave 
us without any standard at all. — But even if they 
should be able to shew, that the intention of 
this temporary law was to make any one of these 
alterations, still, by the establishment of their 
proposition, they will not invalidate but confirm 
the conclusion which I have stated. They will 
only have established, by their own arguments^ 
the fact of the depreciation, and will no other- 
wise have varied the question arising out of it, 
than by making it appear, that such deprecia- 
tion of our currency was not the unforeseen 
consequence, but the premeditated result of an 
act of the Legislature* 

Although these appear to be the only imagi-* 
nable grounds on which any exception can be 
offered to my statement, they are such as 
will not be taken by any man who does justice 
to the character of the Legislature, or has any 
recollection of the circumstances under which 
it passed the act of 1797. 

It WQuld be monstrous to imagine that it could 
ever be in the contemplation and intention of 
either House of Parliament, that Bank notes^ 
at their present, or at any less value, to which 
they might possibly be reduced, should be a 

legal 
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legal tender: To entertain such an opinion 
would be to impute to Parliament a design to 
practise a deception, and to encourage a fraud; 
What would have been the consistency, what 
the integrity of a Legislature, which, leaving un- 
repealed and unmodified the regulations which 
take away the character of a legal tender from 
every guinea weighing less than 5 dwts. 8 grs. 
would give it to a Bank note, purporting to be 
a security for the same denomination, but the 
real value of which is, at this moment, 4 dwts. 
14 grs. or, in other words, about three shillings 
less than the lightest guinea which is allowed to 
pass in payment? 

If such be the effect of the Actof 1797;— ^ 
let ns 3ee, by a comparison of that effect with 
the whole purport and tendency of all the ante* 
cedent laws, which regulate and govern our cur- 
rency, what is the present legal state of that 
currency; and what the situation of the subjects 
of this realm, under the whole system as it now 
stands. 

By law, a guinea which weighs less than 5 
dwts. 8 grs. is no longer a guinea. — It is de- 
prived of its quality of coin. — It can no longer 
be tendered as money.— But it may be sold for 
what it M'ill fetch in the market as bullion^ for 
the purpose of being melted down. 

By 
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By law, it is jan offence punishable with severe 
penalties to melt a guinea weighing more than 
5dwts. 8grs. ; or to reduce it, by clipping, filing, 
or any other process, below that weight. 

By law, a guinea of that weight cannot be ex- 
changed for more than the sum of 2U. which 
sum m paper currency is worth at present 4 dwts. 
14 grs. of gold. — To sell, or to buy guineas at 
a higher rate than 2U. each in Bank paper, is 
an offence highly punishable. 

For this last offence a man has recently been 
tried and convicted. 

If the guineas purchased by him had bee? 
light guineas, viz. guineas weighing upon an 
average 5 dwts. 7i * grs. each, he might have 
bought and sold them without incurring any 
penalty. 

The state of the law, therefore, is this. — ^Tbe 
possessor of a heavy guinea, which is intrin- 
sically worth about 24^. 6rf. in Bank paper, who 
fhould exchange it for more than 2l4r. of that 
paper,' would be liable to fine and imprisonment. 
— The more fortunate possessor of a light gumea 
is entitled by law to exchange it for what it will 
fetch, which would be about 24.y. 3d. 

* From the evidence of Mr. Merle, page 45 of the Appen» 
dix to the Report of the Bullion Committee, it appears that 
this is the average weight of light guineas. 

' A light 
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A light guinea, therefore, cried down, no longef 
current, no longer a legal tender^ is.v at the pre- 
sent moment, more valuable than a guinea of 
Jhll weighty in the proportion of 24if. 3d. to 2U. 

The light guinea, by melting, is converted 
into 5 dwts. 7J grs. of bullion. 

The heavy guinea being, by law, incapable of 
being converted into bullion, or of being re- 
duced, by a diminution of quantity^ into the 
more valuable shape of a light guinea, is equi-»* 
valent to 4 dwts. 14 grs. of gold.— The dif- 
ference of value in favour of the light guinea is 
1 75 grains of gold. 

* This is the present state of our currency ; and 
the operation of the laws by which it is regu-^ 
lated. 



Is It possible to conceive that this is the state 
of things, which the Legislature, in passing the 
Act of 1797, had it in contemplation to produce? 
Is it one, which, having been produced uninten- 
tionally, does not require such an alteration as 
would bring back the currency of the country 
to an agreement with its antient legal standard ? 

For my own part, I confess that, if absolutely 
.driven to the necessity of deciding between the 

€ alter-^ 
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alternative, of suflfering the present state of 
things to continue, or of resorting at once to 
the stale and wretched expedient of either rais- 
ing the denomination, or lowering the standard 
of our currency, in any fixed and limited pro- 
portion, I should not hesitate to prefer the latter. 
This expedient, I admit, though not unfrequently 
practised, in former and less-enlightened periods 
of the history of this and other nations, is now 
universally and justly reprobated and condemned, 
as too disgraceful in its principle, and too ruinous 
in its policy, to be resorted to, even by govern- 
ments the most arbitrary in their internal admi- 

t nistration, and the most destitute of more sub- 
stantial resources. Yet, let me ask any of those 
who \^ould have been startled at such a proposal, 
what would be the real difference betweeii a 
state of law, which, either leaving the guinea at 

, its present weight and fineness, should raise its 

denomination to 24^. 6d.; or, leaving it at its 
present denomination, should lower its standard 
to 4dwts. 14grs. — and a state of law, which 
obliges every man to receive the latter quantify 
of gold as Qls., or to give 24^. 6d. for the 
former? 

One difference, indeed, would be this : that, 
the injury once done, the fraud once committed^ 
the extent of the evil would be known and 

ascer- 
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isuscertairied. Prices at home, and abroad, ontt 
accommodated^ to th6 change in the value of 
our currency, all uncertainty, and consequent 
speculation upon a farther derangement, would 
cease. Creditors, annuitants, and all who pos* 
sess incomes, fixed in their amount by a con- 
tract of any descriptipn, would be able to mea- 
Sure the extent of their loss. All future leases, 
and bargains for time, would be made with a 
reference to this definite alteration in the com* 
mon measure of all exchangeable commodities. 
Salaries and wages of every description would 
be more speedily and more proportionably com^ 
pensa^ed for the change. — The existing evil, on 
the contrary, of which the present measure may 
be reckoned at about 15 per cent., is indefinite, 
uncertain, and fluctuating, though progressive 
in its growth. It has consequently a greater 
tendency to derange and unsettle all the transac- 
tions of society, and to depress the labouring 
classes, and all who derive their incomes from 
salary or wages of any description. It increases, 
at the same time, the foreign expenditure of 
Government, in proportion to the fall of the 
exchange ; and its domestick expenses, in pro- 
portion to the increased price of all commo- 
dities at home. It adds, in the same propor- 
tion^ to the amount of our annual loans and 
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taxes. A saving, it is true^ accrues to tht 
State from paying the wages of valour, talent, 
industry, and labour, in a depreciated currency, 
and from the reduction which is thus made 
(really though not nominally) in the value of 
the dividend paid to the publick creditor. But 
it is equally true that these unfair and unin* 
tended savings to the State are more than coun* 
terbalanced by its increased expenditure: — 
whilst this increased expenditure, a^d the iur 
creased taxation necessarily consequent upon U, 
doubly aggravate the evil on those classes of 
the 9ommunity at whose expense these sayings 
are made, by taking from each a greater pro- 
portion of their already depreciated income, for 
the payment of all the other charge* of tlxe 
State* 
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I'he propositions which I have stated appear 
to me so clear and conclusive that I am almost 
ashamed of saying any thing more on this part 
of the question. But the doubt and confusion 
which prevail in the minds of many sensible 
persons, and the sophistry to which they have 
been induced to listen, from the want of clear 
and precise ideas on this subject, arc quite 
extraordinaiy. There are those who reason as if 

they 
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they had persuaded themselves, and who endea- 
vour to persuade others, that Bank paper is the 
real and ^xed measure of all commodities; and 
that gold is only one of the articles, of which, 
in common with others, the value is to be ascer- 
tahied by a reference to this invariable stafidard 
and universal equivalent ^ Bank paper. So widely 
extended is the error in this respect;, that, how- 
ever much in contradiction with some of their 
own principles, it pervades, more or less, nearly 
the wholeof the evidence of the respectable mer- 
chants who were examined before the Bullion 
Committee. — For instance, in the examination 
of Mr. Chambers, (p. 102), a gentleqian who 
deservedly enjoys the reputation of great intelli- 
gence and extensive information in the com-? 
mercial world, we find the following evidence, 

" At the Mint price of standard gold in this 
country, how much gold does a Bank-of- Eng- 
land note for one pound represent? — 5 dwts, 
3 gr,'' 

" At the present market-price of 4/. 12^. per 
ounce, how much gold do you get for a Bank 
note of one pound ? — 4 dwts. 8 gr." 

" Do you consider a Bank-of-England note 
for one pound, under these present circum^ 
stances, as exchangeable in gold for what it re- 
presents of that metal? — I do not condeive gold 

€ 3 /a 
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to be a fairer standard for Bank- of -England 
notes than indigo or Inroad clothe 

Question repeated — " If it represents twenty 
shillings of that metal at the coinage-price, it is 
not?' 

lu these answers this leading doctrine is man- 
fully and ingenuously asserted and maintained ; v 
and all who stand up for the undepreciated value 
of Bank paper, however disguised their language, 
must ultimately come to the same issue. 

Mr. Chambers plainly avows, that ^^ He does 
not conceive gold to be a fairer standard for 
Bank-of' England notes than indigo or broad 
cloth'' — and that " a one-pound note does not 
represent twenty shillings of that metal at the 
coinage price?' 

These ansM^ers, to my understanding at least, 
completely give up the whole of the case. 

If " gold be not a fairer standard for Bank- 
of England notes than indigo or broad clothe' I 
could wish to learn what is the really fair 
standard ? 

If " a one-pound note does not represent twenty 
shillings of that metal at the coinage price,'' what 
does it really represent ? 

Need I recall to any man'§ recollection the ob- 
vious, and, as I till lately imagined, undisputed 
grounds on which the precious metals have, not 

in 
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in this country only, and by our system of laws, 
but m all civilized countries, and in all ages of 
the world, been received, by the common con- 
sent of mankind, as the fittest standard for mea- 
suring the value of all other commodities; 
and- employed as the universal equivalent for 
eifecting their exchange? — That the precious 
metals are less bulky in proportion to their va- 
lue — that they are accurately, easily, and almost 
infinitely divisible — that they are less subject to 
decay — less likely to fluctuate in their supply,— 
less liable to be counterfeited or adulterated, — 
more homogeneous and uniform in quality, than 
either indigo^ or broad clothy or any other known 
commodity? 

Gold in this country (as silver at Hamburgh) 
is really and exclusively the fixed measure of 
the rising and falling value of all other things in 
reference to each other. The article itself which 
forms this standing measure, never can rise or 
fall in value with reference to this measure — that 
is, with reference to itself. A pound weight of 
gold never can be worth a pound and a quarter 
of gold ; and being divided, in this country, 
into 44 & J pieces, called guineas, an ounce of 
this gold will always be worth -h of this sum, 
or 3L I7s. lOhd. , The truth of these proposi- 
tions, which cannot, I conceive, be called in 

c 4 question, 
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question, would not be affected by any imagin- 
able increase or diminution in the qualitity of 
gold in the country. By such an increase or 
diminution, indeed, the value of all other things, 
(the quantity of those other things and the de- 
mand for them continuing the same,) would be 
increased or diminished in the same proportion, 
with reference to gold ; but gold itself would 
still remain, just as much as before, thejised 
measure of the rising and falling value of all 
other commodities, in reference to each other. 

A Bank note is not a commodity : it is only an 
engagement for the payment of a certain spc-^ 
cified quantity of money. It cannot vary its 
value in exchange for any commodity, except 
in reference to the general increase or diminii* 
tion of the value of such commodity in gold^ 
and in the precise proportion of that increase or 
diminution. Gold, therefore, is the test by which 
the value of Bank notes must be tried ; and if a 
one-pound note, being an engagement to pay 
5 dwts. S gr. of gold, is worth in the market only 
4 dwts. 8 gr. as stated by Mr. Chambers in his 
evidence, it is equally worth only 4 dwts. 8 gr. 
in exchange for any other commodity. 

It follows from this ;-^that a general increase 
of prices in all the ordinary commodities of any 
country is not^ in itself;^ at) indication of the de- 
preciation 
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preciation of its currency. -^-Such an effect may 
arise from other cause. It could not fail to be 
produced by an increase of the precious metals. 
But any considerable or durable increase of price 
in the precious metal which forms the standard 
of that. currency cannot be ascribed to any thing 
but the depreciation of such currency ; even if 
the price of all other commodities should be 
felling at the same time. This would happen in 
any country if, at the sarpe period, when its 
currency is depreciated, in any given proportion, 
the- supply of the precious metals were dimi- 
nished, or the demand for them increased, in a 
greater proportion. 

The cuirency of a country may be (depreciated 
from two different causes. 

1st. By the standard coin containing a less 
quantity, of the precious metal which forms that 
standard, than it is certified hy law to contain. 

Sdly. By an excess in the amount of that 
currency. - 

A great depreciation, arising from the first 
cause, took place, in this country, in King 
William's time, when the quantity of precious 
metal actually contained in our coin was, upon 
an average, nearly 30 per cent less than that 
coin was certified to contain. A smaller deprc- 
eiation^ arising from the same cause, was felt 

early 
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early in the present Reign, when the quantity 
of gold contained in our guineas was reduced by 
long wear, or otherwise, from 4 to 5 per cent 
below the quantity they were certified to con- 
tain. To this evil, within these limits, it was 
then thought necessary to apply a remedy. That 
remedy was the general recoinage of our gold 
in 1773. 

Since that period the first cause of deprecia* 
tion has ceased to operate in this country. 

The existing depreciation, therefore, must be 
occasioned by excess. Depreciation from ex- 
cess, if the coin of a country be maintained at 
its standard, cannot take place to any amount, 
or continue for any length of time, unless the 
currency of such a country consists, partly of 
paper, and partly of the precious metals : ex- 
cept indeed in the extreme case of that currency 
consisting wholly of paper, without any refer- 
ence to its value in coin. 

If the circulation of any country were per- 
formed exclusively by gold, for instance, and 
the supply of that metal in such a. country were, 
from any imaginable cause, doubled^ whilst 
the quantity of gold, and the demand for it 
should continue the same in all other parts of 
the world ; the price of gold in such a country 
would be diminished. This diminution of the 

price 
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price of gold would appear in the proportionate 
?ise of all commodities : but gold being so much 
cheaper in the country in which its quantity had 
been thus increased, it would be bought by other 
countries, and exported from that country, till 
its price was restored again to a level in the dif- 
ferent parts of the world. 

If the circulation of a country were supplied, 
partly by gold and partly by paper, and the 
amount of that circulation were doubled by an 
augmentation of that paper, the effect upon 
prices at home would be the same as in the former 
case. But gold not becoming by this augmenta- 
tion of currency more abundant, in such a coun- 
try, than in other parts of the world, — as a com- 
moditjfy its relative value to other commodities 
would remain unaltered ; — as a commodity also, 
its price would rise in the same proportion as 
that of other commodities, although, in the state 
of coin^ of which the denomitiation is fixed by 
law, it could only pass current according to that 
denomination. 

When paper is thus augmented in any coun- 
try, the exportation of the gold coin, therefore, 
will take place ; not because gold, as a commo- 
dityiy is become more abundant and less valuable 
with reference to other commodities in such a 

country; but, from the circumstance of its value 

. as 
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as currency remaining the same, while its price in 
that currency is increased in common with the 
prices of all other commodities. So far as such 
-exportation takes place, the diminution which 
it effects in the total amount of the currency, 
has a tendency to support the value of the re- 
mainder, just as much, and for the same reason, 
as if, in the case of the circulation consisting 
wholly of gold, first an augmentation, and then 
an exportation to the same amount, had taken 
place, according to the first supposition. 

An excfess of paper has, in the first instance, 
the same effect upon prices as an excess of the 
precious metals, to the same amount, would 
have, in any particular country. But it does 
not admit of the same relief: it cannot right 
itself by exportation* 

The currency of a country, then, is deprc- 
ciated, 

1st, If its standard coin contains less of gold 
ar silver than it is certified to contain. In that 
case, the paper, as representing that coin, is also 
depreciated, and precisely in the same degree as 
the coin : 

2dly, If the paper is exchangeable for less of 
the coin than it represents ; that coin containing 
the quantity of gold or silver certified by \^w. 
In that case, the coin, though undiminished in 

value, 
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value, musti as part of the currency, partake of 
the depreciation of the whole. . 

Consequently, if the coin be itself, as coin^ 
depreciated, — the paper which circulates with 
it cannot be otherwise than depreciated to the 
same degree. Bi^t if the coin be undepreciated 
as coifiy and there be, notwithstanding, a depre- 
ciation of the general currency, the cause of 
that depreciation can only be in the paper : 
and that cause can be no other than the excess 
in which that paper is issued. 



I shall now proceed to state some of the asser- 
tions, and to examine some of the arguments 
and explanations of those who maintain the 
sound and undepreciated state of our present 
currency. 

The first and principal of these arguments 
and assertions is one which, if it could be 
established, would at once preclude all further 
discussion. It is this — " That there can be no 
•* excess of Bank of England paper in circulation, 
"so long as it is issued only in the discount of 
*^ billsof undoubted solidity,founded in real mer- 
*' cantile transactions, and payable at fixed and 
" not distant dates (60 or 90 days at the utmost), 

or 
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•* or upon loan to government for publick secuti- 
" ties." The limits of the latter description of ad- 
vances are not quite so accurately defined, but 
the principal criterion seems to be " government 
" not being able to dispose of such securities to 
** better advantage in the open market." * 

Now admitting, what the Bank itself however 
states to be impossible, that any extent of expe- 
rience, or any degree of caution, can be suffi- 
cient to guard them against ever discounting 
bHls which do not fully answer the above de- 
scription — it must, I think, be matter of asto- 
nishment to any man whose attention has been 
at all turned to these subjects, that, in the new 

* Vide examination of Mr. Pearse, the present Governor of 
the Bank. Bullion Report, page 18, Appendix. 

It is now many years since I had occasion to look into the 
Tfeatise of the famous Mr. Law ; — and from not having it at 
hand, I have no opportunity of referring to it at this moment. — 
But I have a confident recoUecticm that there exists a verj 
strong resemblance between the principles on which his cele- 
brated SCHEME was founded, and this leading doctrine of the 
Bank. — I mention this not invidiously, but by way of caution 
to those practical men, who see nothing in the Report of the 
Bullion Committee, but the production of xvUd theorists^ and 
speculative politicians, I should be glad to kndW under what 
class of theoristSy and in what order of politicians^ they would 
have ranged any man, who, before the year 1797? should have 
ventured to recommend, as a safe system, the principles by 
which the Bank now professes to regulate its practice ? 

State 
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State in which the Bank of England has been 
placed since the suspension of cash payments, 
they could rely upon this mode of regulating 
their advances, as a perfect, steady, uniform and 
adequate check against any excess in the issues 
of their notes. 

The confidence with which this doctrine was 
stated and maintained by the Governor and 
Deputy-Governor of the Bank, as well as by 
several eminent merchants, (not in the Bank 
direction,) before the Bullion Committee, is a 
strong proof, not only how much great cor- 
porate establishments are wedded to an existing 
system, and long established rules of action, 
however inapplicable to a new State of things; 
but how slow and reluctant, in such a state of 
things, individuals, otherwise of observing minds 
and excellent understandings, are, to call in 
question and examine the truth of early impres- 
sions, adopted upon authority, and followed 
from usage. This tardiness and reluctance are 
naturally increased, when interest is manifestly 
on the side of the existing system. 

The Directors of the Bank, governing them- 
selves by the rule above-mentioned, had conti- 
nued for a century to issue their notes, without 
those issues having ever led to an excess of paper 
circulation, at least of any continuance. But 

then, 
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then, during the whole of that century, their 
paper .was convertible into cash at the option of 
the holder. The security against excess was 
not in their rule, but in this corrective. 

Their profits, as a Banki depending on the 
amount of their issues, it was their interest, at 
all times, to make those issues as large as pos« 
sible : in this, the publick had a sufficient secu- 
f ity that the supply of paper should not be less 
than the demand. But, on the other hand, it 
was the obvious aqd plain interest of the Bank 
to guard itself against direct and positive loss : 
and in this the publick had another, and not 
less adequate, security, that those issues should 
not be carried to excess. The tendency and 
result of such excess, if continued, for any time, 
would infallibly have been the rise of the market 
price of gold above the Mint price; and the conr 
sequent return of such*excess of paper to the 
Bank in demand for guineas. This demand 
would have imposed upon the Directors the ne- 
cessity of purchasing and coining gold at a loss; 
until, by a diminution of their notes, they should 
have restored their value to ^ level with the 
standard of money. . > 

By the conflicting action of these opposite' 
interests, the currency was kept at its proper 
amount, and in its regular course* But one of 

these 
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tilted interests having ceased to operate^ it is as^ 
Vain tb' expect that the uncontrouled action of: 
the other: should continue to produce precise!y> 
the same effect, as it would be, in niechanicks, to> 
expect that; a body impelled by two powers, act*-? . 
ing in- different directions, would continue ini 
the same Uile of i^otion, if one of those powecs^ 
were Withdrawn. -it 

Tht circumstance of the Bank confining itR 
^scount^'fto " bills of undoubted solidity,) and 
founded in real mercantile transactions," has no 
conne^cion whatever with the question of suffix 
ciency or bxcess.in the amount of their notes: ia 
circulation. The *' reality, of the transactipn/- 
in which the bill originates, and (the *' solidity'] 
of the holder, who, by the deposit of such a. biUi 
obtains ah advance of notes, are prudent con-} 
isiderations wjth the Bank, in their 0hayact^r\pf 
a tQeccantile company; but they evideQtly af*; 
ford no security to the publick, that bJMs; thougli 
uniting both thes^ qualities, may not be dis* 
counted to excess. 

The shortness of the date of any such Wll, "60 
or at most 90 days date," is another prudent 
banking precaution: and so long as the ciirrenr 
cy of this country continued in its sound and 
natural state, this regulation ms^y, indeed, have 

T> been 
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been! flirljr.'ccm^Kkrdd as fonnrDga^piutJof the 
securityof ' tile pubirck; a^inst! ady i^urable ex^ 
oete c^ pfpen ! ^ it: gave the Bank a power, la the 
(ndsp 6f ra dpain of guineas/ to diihihish expedn 
t4tmsly the aniDunt of their rissues by cbntracting 
tiveirjdntounti^: to shofteti the duTatibn of the 
mw upon them; and' tO' restore t^ei value of 
their paper without any large sacrifice of their 
goiIct.,rii. /.::.'.'" U./[ ■:■/.: 'l' 

bi^Q%[hbvifev€t/ that they ca»not^l)& assailed 
with any c such hidioatidn of exces^v^-^dw^ that 
tlfty<^htive6>CTy; motive for etviatging their dis- 
ebimt^y^and nk) itidonvetiiefic^ to apprdienc^ from 
suoh^an esiiatgement, this regulation is- ^n)y of 
cofil^quei^ce 16 Ithemsehreis, as- banket^, duly 
cia«t^fAil of their t^wn interesty 'm selecting ifor dis^ 
eodnt the bcist 'd^nd safbst ' bills ^^ but it is alto^^ 
j^thibr without avail: for protecting the publick 
against tlbe devils of a permanent^ excess in . the 
eirculatic^tt^if their notes. 
•'I'beplieieixt Governor of the Bank (for whom 
as a personal friend I have the most sincere re- 
sj>e6t) having, in his evidence before the Bullion 
Committee, stated thiit  " m his *ciew of the 
restriction on cash pa^ments^ no positive inc6n^ 
lenience would be likely to result from its being 

• Page 112. 

made 
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fnade a permanent measure/'* it xnay appear to 
hiiD) perhaps, ratherextraordinary, that I should 
recur to the aid of his arguments, and to the 
weight of his authority, in support and illustra- 
tion of the proposition which I have now stated, 
mamely— that the security to the publick against 
any excess in the circulation of Bank paper was 



4< 



* In a subsequent examination this opinion was explained 
by Mr. Pearse, in the following manner. 

** I have already stated that I am not aware of any posi* 
" tive inconvenience resulting ^m the present operation of 
^' the Restriction Bill, or likely to result from its being ren« 
'** dered permanent, except as far as regards an expectation on 
** the part of the publick that it will be removed ; but this 

circumstance is, in my opinion, essential, and cannot be kept 

out of view in any consideration of the subject. Whether it 
** would be advisable to secure the publick against a liability 
'' to the recurrence of the inconveniences that led to .the Re- 
^ strittion Bill, by sacrificing their feelings on this point, and 
** absolutely removing all expectation of its being only a tem- 
** porary measure, appears to me to be entirely a political 
** question, on which I do not conceive myself qualified to 
<» give an opinion ; but I may venture to observe, that publick 
*^ credit and publick opinion always go hand in hand, and that 
•^^ the one is invariably influenced by the other.'' 

Appendix, page 120. 

It is therefore clear that, abstractedly of '^ this expectation 
«n the part of the publick," the present Governor is of opinion, 
that *' no positive inconvenience would be likely to result from 
.^•the restrii&tion being rendered permanent/' 
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the certainty of such excess being returned 
upon them for gold; and' that this is the onljf 
check by which the amount of their issues can 
be permanently kept within its propier level. 

In his evidencci'*'' adverting to the possibility 
of an excessive issue of paper by the country 
banks, he says — 

" This excess ( rf country paper ) , in my dpi- 
" nion^ would no sooner exist in any material 

degree^ than ii would be corrected by its own 

operation^ for the holders of such paper would 
" immediately return it to the issuers^ when they 

" FOUND THAT, in CONSEQUENCE OF THE OVER 

" ISSUE, its 'value was reduced^ or likely to be 
" reduced below pak : thus^ though the balance 
" might be slightly and transiently disturbed^ no 
V considerable or permanent over issue could pos-^ 
*' sibly take place.'' 

Now what is the state of a country bank? 
It will not be denied that it has the same inte- 
rest, and the same tendency, as the Bank of 
England, to make its issues as large as possible^ 
But then a country bank, from its being liable, 
at all times, to pay its notes in those of the 
Bank of England, at the option of the holder, 
is placed precisely in the same situation, by 

^ Report of the Bullion Committee) page 1^7 i AppendiJc. 

this 
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this check upon the amount of its issues, as the 
Bank of England itself was, by the necessity of 
paying in guineas, before the restriction. If, 
in any particular district of the kingdom, the cir- 
culation of which is supplied by country paper, 
an excess were to exist as compared with the 
circulation of the metropolis, which is exclu- 
sively supplied by Bank notes, the holders of 
such paper would immediately return it to the 
issuers, and would demand Bank-of-£ngland 
paper, or, what is, for this purpose, the same 
thing in effect, bills upon London. 

Whilst near 800 country banks, rivals of 
the Bank of England, and of each other, are 
exerting every endeavour to put forth their 
riotes, what is it but the check created by this 
power in every holder of their paper to demand 
Bank nptes, or bills upon London, that prevents 
any local or partial excess, and keeps the circu- 
lation of every district in the kingdom upon a 
FAB with that of the metropolis ? Certainly not 
the description of ^ecuritie^ on whiph the coun- 
try banks make their advances : for, in this re- 
spect, they (at least many of them) are less 
prudent than the Bank of England, and do not 
ponfine themselves to '* good bills of exchangCj 
" founded on real mei^cantilc transactions^ and 
• ^ payable at short and fixed dates.'' Yet it is 

P 3 admitted 
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admitted that they cannot make, or permanently 
maintain in circulation, any over-issues of their 
paper. On this point there is no difference of 
opinion in the evidence taken before the Bullion 
Committee. "* Indeed it cannot be disputed, so 
long as the country paper is interchangeable at 
PAR with that of the Bank. 

Again, what was it, before the restriction act, 
but the check created by the power in the 
holders of Bank paper to demand gold for it 
from the issuers, which prevented any material 
or durable excess of Bank paper ? This check 
was constantly ready to be applied, if, " in conse^ 
*' quence of an over issue, the value of Banknotes 
" was reduced or likely to be redtu:ed below 
*' PAR," in reference to the price of bullion, ei- 
ther here, or in the other parts of Europe ; the 
circulation of the Bank of England being,'in this 
respect, to that of Europe, what the circulation 



* After the conclusive evidence of the present Governor of 
the Banky and of the other witnesses who were examined be- 
fore the Bullion Committee on this subject, I have been rather 
surprised to find the proprietors of Bank stock at their late 
meeting (as far as the sense of that meeting can be collected 
from the language of their learned orator) disposed to contrast 
the sparing amount of their own notes with the profuse emission 
of paper by the country banks ; and to charge the latter ex- 
clusively with any excess in the amount of our circulation. 

of 
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of a country bank is now to (hat of the Bank of 
England. . . ! - 

Thus, ai it is most correctly expressed fhs 
the words of theGoyernor ofthe B^nk^^^ though 
*' the ialance might be slightly mtd'trmmientiy 
^ disturbed^ no eomidefablk or permanent oven 
" issue could possibly take place.''' t. . . S 

The circulation* oF'country bank paper bcfng, 
therefore, in exact proportion to that ;of th» 
fenk of England, it follows, that, in vhatevef 
degree the issues of the latter shall be excps-^ 
sive, tihie former .must piartake of such excess} 
and, consequently,' tiiitt no regulation, affebtinj^ 
or restraining country banks, could be of the 
smallest avail towards diminishing ^ the* ^t(»tal 
amount of the paper circulation of thisi country, 
so long^as the Bank of England shall continue 
to adt upon its present system. If, in any one 
district, or in all the di&tricts, where /country 
paper now circulates, one half of it were with- 
drawn or put down, its place would be supplied 
by some other paper. Otherwise, the proportion 
between the circulation of the bietropolis and 
that of the districts so affected would be de- 
stroyed. The result, therefore, of any interven- 
tion of the legislature for this purpose, besicfe 
being highly objectionable as an interferenqe 
with'the i:ights of individuals and of private 

D 4 property, 
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property, would be, only to add several millions 
more, and principally in small notes, to the 
amount of issues of the Bank of England; 
leaving the present evil exactly as * it is :— *a 
change which would open a wide door to forge- 
ry, and , be attended with many other publick 
disadvantages. 

Whether security should be required from 
country bankers, before they are licensed to 
issue paper, is a subject which it would be foi 
reign to my purpose to discuss. Such secun 
rity, in a few instances perhaps, might improve 
the degree of credit whiqh they might have a 
right to expect with the publick. But this sub* 
ject has nothing to do with the present ques- 
tion; which is simply, — whether there be an exn 
cess of paper now in circulation, and from what 
causes arising? and not — what may be the degree 
of confidence to which the issuers of any such 
paper may be respectively entitled? The deprer 
ciation occasioned by such an excess woul,d be 
just the same, if every country bank were notor 
riously as solid and as rich as the Bank of Engr 

land.* 

The 

* This is a part of the subject which it is material should 
be well understood; because many persons, witnessing the 
great multiplication of country banks within these two last 

years. 
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The explanations which have been pffferfcd by 
those who have endeavoured to shew that the 
high price of gold in England is not connected 
with any excess in the issue of Bank paper, are, 
1st. That the immediate and operative cause is 
a great scarcity of gold, and a consequent de- 
mand for it, on the continent. And, 2dly, That 
speculation in the purchase of it in this country 
has been carried, and is still going on, to a very 
great extent, in consequence of the course of 
exchange with the continent having been for 

years, are disposed, at first view, to thivik that in them is the 
jroot of the evil. — Let the parent stock be restored to its natural, 
healthy, and sound state, and the country will have nothing 
to apprehend from these ramifications of credit and circulation. 
No special interference with them would, in my opinion, be 
requisite or beneficial. 

The Report of the Bullion Committee has been the sub- 
ject of much artful misrepresentation; sometimes ascribing to 
the members of that Committee a wish to put an end to paper 
credit altogether; sometimes an opinion that it ought to be 
reduced to the same amount as in 1797 — Nothing like such 
a wish, or such an opinion, can be collected from the Report — 
Pn the contrary, it speaks in the strongest terms of the adliran- 
tages of an extensive circulating credit, ajid expressly states, 
that any increase in its numerical amount is, of itself, no proof 
xvhatever of its being in excess. 

' the 
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the last two yean, and still continuing, so much 
against this country. 

In these explanations every thing is assumed, 
pirst, i( is assumed that gold is very dear on 
the continent. — ^Dear, in exchange for >vhat? 
For the gold coin of the continent ? . Such an 
assertion would be ridiculous. — Dear, in ex- 
change for any depreciated paper ? This is very 
probable in several parts of the continent, but is 
surely not the criterion to Mihich we shall be re- 
ferred. — Dear, in exchange for all other commo- 
dities ? Is this a fact? Where is the evidence of 
it ? Are cloth, corn, iron, or any other leading 
articles,, twenty per cent, cheaper on the conti- 
nent, than they were, if paid for in gold ? Cer- 
tainly not And if they were so on the conti- 
nent, has not the drain lasted long enough to 
bring matters to a leyel, and produce the same 
effect in this country ? — Has the price of com- 
modities, in this country, fallen within these two 
years ? Is not the contrary notoriously the fact? 

But it may be said, that we have Bank notes 
as a substitute for gold, and that it is by an 
abundant supply of them that prices at home 
are raised and improved. Be it so.-^In propor- 
tion as commodities are dear in • Bank notes. 
Bank notes are cheap in respect to commodities* 
Gold, we are told, is scarce, and, therefore, must 

be 
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be 4ear., whether measured m those ssaatit, comma- 
ditie:^, or in any thin^ «lse. What isi this .argOf 
nient, on the part of those who deny the. depict 
lotion of Bank notes^ but to teU us, in the sdme 
breathy — that gold is trfe»r~that Baok notes arc 
cheap— hut that Banknotes are of the same va* 
lueasgold? ; . j ; 

Nothing appears to me to indicate that the 
value of gold, in reference to ordinary commo* 
dities, has increase^ in the general market of 
Europe.— ^ The annual produce of the. gold 
mines, it is true, appears not to have been so 
large, during the last half century, as at some 
former periods ; but the supply does riot seem 
to have suffered any diminution of late years. 

The relative value of gold to silver may have 
been, in some trifling degree, increased. The 
quantity of, silver lately imported from America, 
has been unusually large; while the demand 
from the East Indies and China has altogether 
ceased : nay, I am informed that ^ large supply 
of dollars was imported from the latter country, 
by the fleet recently arrived from Canton. Eveiy 
presumption, therefore, is, that the value of sil* 
ver continues progressively, though slowly, to 
decrease in Europe. 

This alteration in the relative value of the two 
precious metals, may render it necessary, here- 
after 
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after perhaps, to change the proportion which 
they now bear to ea6h other in our Mint regu^ 
lations. 

In France, where the currency is chiefly sil- 
ver, an alteration appears to have been recently 
made in the gold coin, to the effect of raising 
its proportion to that of silver, from 15i, to 
about 15}. Accordiqg to Mr. Grefulhe's 
evidence, this slight alteration appears, very 
nearly, to have put an and to the premium 
which before existed on the gold coin. In 
England the present proportion of our Mint 
is about 15 i to one. If, at any future period, 
it should be thought necessary to raise that pro- 
portion, the alteration would perhaps be bestefr 
fected by lowering, in whatever degree it migh^ 
be necessary, the standard price of silver, so as 
to leave that of gold, which is our currency and 

legal tender y always fixed and invariable. * 

It 

* It was once my intention, in the course of this discussion, 
to have made some observations oa the state of our silver coin, 
and the many serious inconveniences which are brought upon 
the community, (particularly upon the lower classes) from its 
scarcity, as well as from its debasement ; and also to have 
stated my ideas on the subject of a new silver coinage. Bu( 
a very little reflexion will satisfy every reader that, in the 
present state of things, and so long as we have no Jixed stand* 
tfrdt)f value for our currency, it would be absurd, and almost 

impracticable, 



tt is not, however, to a diminished product 
from the mines, but to a greatly increased de-^ 
mand occasioned by the wants of the armies, dr 
to the practice of hoarding, or to both, that the ^ 
alleged high price of gold on the continent is 
imputed. The change in the proportion of gold 
to silver, by the recent alteration in France before 
stated, appears to have been rather less than 2 per 
cent. Now, for many years before this altera- 
tion, and consequently before the high price of 
gold in England, there was at Paris a premium 
or agio of abbut 1 i per cent in favour of gold. 
This agio is now stated to be reduced to i at 
the utmost — Consequently all the rise that can 
possibly be ascribed to the temporary causes to 
which the present demand for gold is attributed 
cannot exceed I per cent. 

It is true that, both at Hamburgh and Am- 
sterdam, there appear to have been occasional 
fluctuations to a greater amount, and that, for 

\ 

impracticable,* to send into circulation any new coihage. The 
present e?il, therefore, admits of no remedy; but wiU rather 
increase, so long as the depreciation of our currency is suf^ 
fered to continue : when that shall cease, it will be time 
enough to consider what should be done in respect to our sil« 
ver coin. The want of it is an evil, of no trifling moment in 
our money system, but secondary, as well in point of import- 
ance, als iu order of time, to the question now under consi- 
deration. 

certain 
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certain short periods, a larger premium is said 
to have been given, sometimes for gold in bars, 
and sometimes for some particular coin; though 
very far within the limits of the difference be- 
tween the Mint and market price in London. 
This must have been owing to some particular 
ch'cumstance, having a temporary effect on those 
markets : otherwise the agio at Paris would soon 
have been affected in the same degree ; which 
does not appear to have been the case. 

But facts are not the only difficulty in the way 
of this explanation ; it furnishes abundant argu- 
ment to destroy itself. It will scarcely be con- 
tended by any one, that the commerce, the 
manufactures, or the internal prosperity of the 
continent, have so rapidly increased, of late 
years, as to require any great and rapid increase 
in the amount of its circulating medium. If, 
frbm any peculiar and temporary circumstances, 
a disposition exists to prefer gold to silver, as 
that medium, it cannot well be denied, that, in 
proportion as silver is discarded (especially whilst 
the supply from A^CEJfiiCA h more than usually 
abundant, and the demand from Asia stopped), 
stlv& at least ought to be particularly cheapo in 
exchange for undepreciated Bank notes, of the 
full standard value pf the coin of this realm. 
Now is this the case ? 

GoJd, 
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Gold, we know, has risen so mucb above 
newly established p»per standard' as to be worth 
4/. IS^^ per outioe in that paper; Hdsfaotttoe 
price of silver risen in nearly the ^ same) :propor'- 
ti<in? Th#» present market price xtf! silver of 
stahdard^ fineness is abont59; lOid. per dunce j 
which dunce, .by the Mint regulation, is divided 
into 5^. 2rf. only- If the relative v^lue of » gold 
to that of silver be^somewhat inoi^ased^ as there 
is reasoh to believe ^ '^f it^sKould, in consek|tience^ 
be thought expedient to vary the propoititfn of 
but Mint from 15* to l^Jj/'tJi* depreciation 
of our paper, measured in silver, would then be 
very nearly, if tibt altogether, as great>,as it now 
is, if measured m gold. :; 
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Let us now briefly inquire what aid the ques- 
tion of our foreign Exchange can afford, in ex<* 
planation of the differrace between the standard 
of our coin, and the actual value of our cur* 
rency. 

Respecting t\it nature of exchange, a;nd what 
is understood to be the real bar between two 
countries, there is no point in dispute; The real 
Par« it is admitted, on all sides, coni^ists in the 
equality of, either of the preciom metals mea- 
sured 
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sUted in thi respective currencies of the two 
countries^. So far^ all the merchants who wer©^ 
called before the Bullion Committee concur 
with the statement of the Report* In sub* 
stance, they are likewise all agreed Math thet 
Report, (however much the admission is at vark 
ante with some of their own arguments) that 
the real depression of the exchange . can never 
exceed) for any length of time, the expense of 
transporting bullion from the debtor to the ere-* 
ditor country. Nothing can more strongly 
confirm the truth of this l^st position, than 
the evidence and calculations fMrnished to the 
Committee by Messrs. Grefulhe and Goldsmid; 
which prove that, at the period of the present 
year, when the quoted rates of exchange with 
the Continent were.most unfavourable, the real 
fall did not materially, if at all, exceed this 
amount: consequently the diflRprence between 
the loss on the real and the nominal rates of 
those exchanges wds to be ascribed to some 
other cause. ; , ..) 

Two very erroneous opinions on this si^bj^pt 
are most generally received in tile theory ojp the 
ma'cantile world. « . . v i ; 

1st. That, whenever the exchange is ^gainsj: 
any country, the natural and gepf ral cpursc!' of 

bManciag. 
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balancing the account is by a payment in buU 
lion. 

Sdly, That the balance of these payments in 
favour of any country is finally to be measured 
by what is called the Balance of Trade ; or the 
excess of exports above imports. 

These two positions lead to a third, which is 
the fashionable doctrine of the day; namely, 

3dly. That the Balance of Payments may, for 
a time, be very much against a country, although 
the Balance of Trade is, at the same time, very 
much in its favour: that is, that a country, 
buying for ready money, and selling at long cre- 
dits, may be exporting a great quantity of its 
bullion; although a much greater quantity is 
actually due to it, and will be fortj^coming in 
the adjustment of its accounts, when the^ 
credits come to maturity. 

Such is affirmed to be the present situation of 
this country, and the true explanation of the 
very depressed state of our foreign exchanges. 

The first of these positions is so little con- 
formable to truth, and to the real course of busi- 
ness between nations^ th^t there is, perhaps, no 
one article of general consumption and demand, 
which forms the foundation of so few opera- 
tions of trade between Ihe different countries 
of Europe as bullion:^ and tlmt the operation s^ 

E which 
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wnich do take place, originate almost entirely in 
the fresh supplies which are yearly poured in 
from the mines of the New World; and are 
chiefly confined to the distribution of those sup- 
plies dirough the different parts of Europe. If 
this supply were to cease altogether, the deal- 
ings in gold and silver, as objects of foreign 
trade, would be very few, and those of short du- 
ration. 

To establish and illustrate this view of the 
subject, let us suppose that, in consequence of 
purchases made by England on the Continent, 
greater than had been made by the Continent 
here, or in payment of any debt, service, or de- 
mand, bills upop England are offered for sale in 
the market? of the Continent; and that the 
supply of such bills exceeds the djemand. Their 
jjrice, like that of any other article, under simi- 
lar circumstances, must fall; and the exchange, 
which we will suppose to have been before at par, 
will of course turn against England : bpt to this 
fall there are limits in the competition of the 
buyers. This competition commences as soon 
as those bills are offered at such a price as en- 
ables a buyer to use the credit which he obtains 
upon England by the purchase of such a bill, 
either as.the means of paying for any goods for 
:^hich he has already cohtracted ; or of buy- 
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ing ptherSi so as to afford him %he prospect of a 
profitable employment for the capital engaged in 
the transaction. Much of the skill of a general 
merchant consists in these calculations ; and his 
intelligence is aided by a comparison of prices 
current; as well as by the peculiar means of 
information which he may be able to procure 
from any other sources, respecting the state of 
supply and demand in the different markets of 
the world. Now, of all the articles of trade, 
bullion is the least likely 'to offer this tempta- 
tion to the purchaser of a bill of exchange; be- 
cause its price is more steady and uniform, and 
always nearer to a level (from which it never 
long departs,) than that of any other commo- 
dity, in the different markets of Europe. In 
proportion as these.bills are bought at a greater 
difference below pak, is any holder of them 
enabled to buy goods cheaper in England. 
For instance, if, for 100 ounces* of gold at H^m- 
burgh^ Qf any given weight and fineness, he ob- 
tain an assignment for 105 ounces in London ; 
it is clear that this is equal to a premium of five 
percent, on the purchase of such goods. An 
unfavourable course of exchange consequently, 
operates as a%bouhty upon aH exports, and as f 
tax upoQ air impqyrts. 'This bounty ^d this tax 
necesadrily ex$;ite a competition to export, and 

'  E 2 * a dimi- 
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a diminished disposition to import; by the joint 
effect of whichy in all ordinary cases, without 
any transmission of hullionj the real exchange 
is brought back to its par, and probably rises 
above it In its turn, this rise is checked and 
counteracted by the operation of the same 
causes; and thus, like the mariner's compass, 
the exchange is in a state of frequent variation; 
but of variation confined within certain natural 
limits. If indefsd a fall in the real exchange 
exceeds these limits, which are confined to the 
actual ejcpense of transmitting bullion from the 
debtor to the creditor country ^ particular indivi- 
duals will export bullion. They will be induced 
to do so by a profit much smaller than would 
tempt them to a speculation in any other mer- 
chandize, because such profit, however small, 
is in this case quick apd certain. But, this ex« 
portation of bullion, in the ordinary transactions 
of trade, instead of being, as is supposed, the 
habitual mode of adjusting accounts between 
one country and another, is of rare occurrence, 
and, when it occurs, can never continue long, 
because the transmission of a comparatively small 
quantity of that metal which forms the stand- 
ard and currency of a country, not only ope* 
rates, like that of any otlier commodity, to di* 
minish in so much the balance of debt to other 

countries; 
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countries ; but likewise to force the exportation, 
and to diminish the importation of all other 
goods; and thus more rapidly to improve the 
exchange, than the export of any other commo- 
dity to the same amount. As the exchange 
improves, the exportation of bullion of course 
ceases. 

The principle ^^nd its application are the 
same, whether we contemplate only one transac* 
tion, or embrace the aggregate result of all the 
different transactions in trade, and of all sub-^ 
sidies and government expenditure abroad, on 
the one hand, and payments to be made here, on 
the other, as well as all other causes and spew- 
lations influencing the bill market on both sides 
of the water. 

The circumstances of the exchange between 
Ireland and Great Britain in the years 1803 and 
1804, as stated in the very able Report of the 
Committee appointed by the House of Com- 
mons, in the latter of. these years, " to enquire 
into the state of Ireland^ as to its circulating 
paper, its specie^ and its current coin, and the 
exchange between that part of the United King* 
dom and Great Britain,'' afford a striking illus- 
tration of the doctrine which I have endeavour- 
ed to explain, and of ♦he fallacy of that theory, 
which refers all the vtriations of exchange to 
the balance of payments and the balarre 4^' trade. 

z a The 
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.. The commercial intercourse between ' Great 
Britain and Ireland is exposed to no political 
interruption ; — the trade between them in bullion 
is free; — the standard, of both countries is the 
same; — the transfer of coin from one to the other 
is liable to no interruption or restraint; — the ac- 
tual expense of transporting it was proved be- 
fore that Committee not to exceed one per cent.; 
— it was then, as it is now admitted, that the 
fluctuations in the exchange between any two 
countries could not materially or for any length 
of time exceed this actual expense: and although 
the exchange had been for several months from 
8 to 10 per cent, against Dublin; — although 
it was proved that what is called the balance 
of trade was in favour of Ireland ; — although 
there was no reason to believe that there was 
any transmission of guineas from Ireland to 
Great Britain ; — although the exchange between 
London and the north of Ireland, (Belfast), in 
which no paper currency existed, instead of be- 
ing from 8 to 10 per cent, against, was, during the 
same months, about one per cent, in favour of 
Ireland*; — although this fact alone incontrover- 

* In the middle of February, 1804, for instance, the ex- 
change of Dublin upon London was 17i — that of Belfast upon 
liondon 7|. 

Vide Appendix to the Report of 1 804, pages 136 and 1 55. 

tibly 
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tibly proved that the real exchange was in favour 
of Ireland, and consequently that there could be 
no exportation of gold from it;— although it was 
a necessary consequence of this state of things, 
' that the exchange between Dublin and Belfast 
was from 9 to 1 1 per cent, in favour of the latter; 
(just as in the last century, and from a similar 
cause, it had been from 4 to 6 per cent, in favour 
of London and Newcastle against Edinburgh;).— 
although it was impossible for the merchants and 
Bank Directors, examined before that Commit- 
tee, to controvert these facts, or to recopcile 
them with their own doctrines and admissions; — 
still nearly all of them professed to be tho- 
roughly convinced that there could be no excess 
or depreciation of Bank paper in Ireland. They 
persisted in ascribing the fall of the exchange 
altogether to the balance of payments and the 
balance of trade ; and rejected all explanation 
which connected that fall with the depreciation 
of Irish paper. 

Now, if under these circumstances Irish paper 
was not depreciated in 1804, with reference to 
the currency of other countries, it follows, that 
English paper was then, with reference to the 
same criterion, at from 8 to 10 per cent, prey 
mium. Does any man believe this to have been 
the case ? If there be any man who does, he, 

£ 4 and 
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and he alone, has a right to maintain tliat our 
paper (having in some way or other, since got 
rid of that premium) is now at par. 

Soon after the Report of 1 804, the amount of 
issues of the Bank of Ireland being reduced, 
the exchange with Dublin was gradually im- 
proved ; and the Directors of the circulation of 
that country have since kept the depreciation of 
their paper generally upon a level with that of 
English papen 

What the currency of Ireland was in 1804, as 
compared with that of Great Britain, the cur- 
rency of the United Kingdom now is, with re- 
ference to (that of Hambourg or Amsterdam. 
The arguments and preconceived theories of 
those who stood up for the undiminished value 
of the one, were the same as are now resorted 
to by those who deny the depreciation of the 
other. 



If the reader should concur with me in the 
few observations which I have ventured to sub- 
mit to his judgement, he will now be .able to 
form a tolerably just estimate of what is called 
the Balance of Trade. 

If one country have a claim upon another, 
the holders of that claim have but two ways of 

using 



using it : either they will leave the amount in 
the debtor country, as so much capital to be 
vested there at interest, or employed in such 
other manner as they may think proper; — or they 
will withdraw it. The latter is so much the 
nK>re usual course, that, in the magnitude of the 
operations of this country at least, we may, ex- 
cept perhaps from very temporary circum- 
stances, consider the former as having little or 
no influence on the exchange. Now, no claim 
can arise from one country upon another (ex- 
cept in the way of tribute or exaction) which is 
not founded in some equivalent. 

An exchange of equivalents is the foundation 
of all commerce, from the simple barter of the un- 
tutored Indian, to the most complicated and 
extensive operations of the London merchant. 
No nation, therefore, can permanently export 
to a greater value than it imports, as far as ex- 
ports and imports are created by a commercial 
intercourse with other nations. But a con- 
siderable part of our imports are not derived 
from commerce. From our colonies, a great pro- 
portion of them is in the nature of rent remitted 
in kind, to the owners of colonial estates wlio 
reside in England ; to which are to be added, as 
farther exceptions, the produce of our fisheries; 
and of any portion of our territorial revenue \\\ 

India 
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India, or of the savings of publick servants civil 
and inilitary, in that quarter, sent home.in goods. 
If these returns were abated from the sum total 
of our imports, the annual Balance of Trade ia 
our favour, as stated to Parliainent, would ap- 
pear still more considerable. Yet, taken for any 
length of years, no part, of this balance is cre- 
ated by our commerce. For every thing that we 
receive, through that channel, an eguivalent^ and 
no more, is returned. All that we send out, 
above the amount which is thus returned, ia 
drawn from us by the remittance of the profits 
of foreign capital vested in this country, Pr is to 
be accounted for under the several heads of our 
foreign expenditure. A great balance of trade, 
therefore, instead of being the natural criterion 
of increasing wealth at home, is only a certain 
indication of a great expenditure abroad. — It is 
an indication of wealth, only in the same way 
as any other great e^^penditpre, by proving the 
power and ability of the country to sustain it. 
Whilst it is true', however, that the vaunted Bar 
lance of Trade^ or the excess of our exports above 
our imports, is not, as it has been represented, and 
is generally believed, the measure and the reali- 
zation of the profit derived to us from our fo- 
reign trade; but is, in fact, only capital sent 
out of the country for which no capital is rcr 

turned 
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turned to it; it is by no means to.be inferred 
that this expenditure is without equivalent, 
though without commercial return : still less 
that it is not beneficial to the country, or that 
the sum so expended could be employed in aHy 
manner equally conducive to its interests. Nor 
is it to be inferred that the not incurring this 
expenditure abroad would be a clear saving, or, 
perhaps, any saving at alL 

It must be 'obvious to every one, that the 
two great heads of this expenditure are our ar- 
mies and fleets abroad; and subsidies to foreign 
states. Our soldiers, our sailors, the publick 
servants of every description, so far as they arc 
furnished abroad with whatever is necessary for 
themselves, or for the operations in which they 
are engaged, give, to those by whom they are 
supplied, assignments upon the produce of this 
country. These assignments, like any other bills 
of exchange, are converted into whatever arti- 
cles the ultimate .holders of them find it most 
to their advantage to export from this country. 
If this head of our foreign expenditure, there- 
fore, were reduced by the recall of all our pub- 
lick servants, civil, naval, or military, now 
maintained abroad ; still if the same number 
were to be maintained at home, the real saving 
to the country would pot bear any considerable 

proportion 
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proportion to the reductioa in our foreign ex« 
penditure. The Balance of Trade would be di- 
minished in proportion to that reduction ; but 
such diminution would obviously be no proof 
whatever of the declining prosperity of the coun- 
try. 

A subsidy to a foreign state may or may not 
be politically wise ; but, in the view which is 
here in question, it roust be considered as being 
paid for a service to be performed, which is held 
to be etfuvoalent to the expense incurred* The 
withholding such a subsidy would, in many 
cases, be obviously the very reverse of economy ; 
but it seems quite as obvious that, in whatever 
mode it be remitted, it must augment to that 
amount what i^ called the Balance qf Trade iu 
our favour. 

It may, perhaps, be asked, if commerce is 
nothing more than an exchange of equvoalmtSj 
and the Balance of Trade y taken for any length 
of time, only the measure of our foreign expendi-^- 
ture, in what way is a country enriched by trade ? 
To those who may be disposed to ask this ques^ 
tion, I would, in the first place, reply by putting 
one or two others. What is the internal trade 
of any country, that is, the trade carried on 
between different districts of the same state 
^ithin the limits of its territory, but an exchange 
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of equvoalents ? Is this a trade hy \^hich the 
one gains and the other loses? by which Fori- 
9kire is enriched at the expense of Kent ? Then^ 
if oar internal trade be an exchange of equita^ 
lentSj what is the distinction^ in this respect, 
between it and foreign trade ? What takes 
away this character from the latter ? — and what^ 
after all, is the latter? 

To the question— how then are we enriched by 
trade? the answer appears to nie as obvious, a9 
it is consistent with this doctrine. 

The mind and faculties of man are constantly 
engaged in pursuit of his own happiness, and in 
multiplying the means of subsistence, comfort, 
and enjoyment. Trade, which effects the ex- 
change of a part of the productions of the soil, 
industry, and talent of any one country, s^^ainst 
those of the soil, industry, and talent of ali other 
countries, is the great instrument of multiplying 
these means. By the aid of this exchange, not 
only those natural productions, whichProvidence 
has distributed in abundance in one portion of 
the globe, and refused to some other, are ren* 
dered common to all; but the soil of every 
country, and of every portion of every country, 
is left at liberty to be cultivated principally, or 
wholly, if necessary, in raising those productions 
for which it is best dalculated and adapted; 

those 
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those which, by experience, it has been found td 
afFord of the best quality, in the greatest abun- 
dance, and at the least expense of capital and 
labour. Labour or capital, employed in manu- 
factures, is enabled to avail itself of local situa- 
tions and natural advantages (for instance, a 
stream or a coal-mine), and to adapt itself, ex- 
clusively, to those pursuits, in which, from any 
peculiar disposition, dexterity, ingenuity, or for- 
tuitous discovery, the people of any particular 
country, or any particular part of them, may 
excel The advantage derived from the division 
of labour is well known. What is eflFected by 
the operation of that principle, for a single un- 
dertaking, is, by the aid of commerce, effected 
for the whole world. Commerce enables the po- 
pulation of each separate district to make the 
most of its peculiar advantages, whether de- 
rived from nature, or acquired by the application 
of industry, talent, and capital ; — to make the 
most of them. for its own consumption; leaving, 
at the same time,"* the greatest possible re- 
mainder to be given in exchange for any other 
commodities produced more easily, more abun- 
dantly, or of better quality, in other districts of 
the world. It is thus that a country is enriched 
by commerce. 
Apply this, for example, to England. Much 

IS 
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1$ required for the subsistence, much jft>r tlie 
comfort, much for the enjoyments aiid luxury, 
of the people of this countr}% Now, if we cottld 
not, or, by a mistaken policy, would not, pro-; 
cure salt meat from Ireland; a country, in which, 
we will assume, that, from its superior pasture, 
one acre will feed as many cattle as can be fed 
upon two in this country ; it is obvious that, if 
we still wanted to consume the same quantity; 
of meat, a larger portion of our soil must be 
allotted to pasture. — Consequently, we should 
have less of corn, hops, or 3ome other article of 
our present growth. 

In the same way, if we had resolved, that, 
instead of importing sugar, we would make it 
from beet- root, the sweet maple- tree, or any other 
vegetables, which could be raised in this climate; 
we should be obliged to allot a great portion of 
our soil to their growth ; and, after all, we should 
have very little sugar ; and we should have much 
less of other produce than we now have, together 
with la# 'abundant supply of sugar. The same 
observation will apply to hemp, or to any other 
article principally imported from other countries. 

Certain small states, which have been enriched 
by commerce, form no exception to the truth of 
these observations. — Favoured by natural advan- 
tages 
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tages of situation ; puriiulng a in ore enlightened' 
commetcial policy tlian their neighbours ; 
deriving commercial security from their own 
political weakness^ and from the jealousy and 
wants of more powerful nations ; they became^ 
when trade was little understood and less es- 
teemed, the carriers for all the other parts of the 
world. Great capitals were requisite for this 
purpose ; and being thus concentrated in certain 
»potSy they were gradually increased by thrifty 
management, till the owners were enabled, by 
successive accumulations, to employ part of their 
wealth in advances to the countries with which 
they traded, and thus to become partners in the 
produce of those nations. Venice and Am-' 
ST£RDAM, each in the days of its prosperity, 
may have been, what London now is,~the^- 
cuSf in which the greatest mass of capital is drawn 
together ; the largest emporium of the goods 
and produce of all othei* countries; and the 
fountain-head of commercial credit. 

The great , profits, which center in these ca- 
pitals of the trading world, are the result of 
wealth gradually accumulated, or tempted from 
other quarters, by better prospects of advantage, 
' and by confidence in a more assured state of 
property. It is this wealth which, in the first 

in&ts^ce. 
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iiistanGei, cfl&ates the trdde^ and not the ti^itde 
the wedth. But whatever may have bedn the 
profits afnd atciimulation of ireakh iri^de by the 
flj^rcamile Gbmnfiujiity in any one of them, bt 
the incidental advantage of such accnmulktion 
t0 the particular coiiritry ; the benefits conferred 
on all individuals, ahd^all Countries, ^<^hose pto- 
dnctions were exchanged by the interventioii <)f 
their capital, iii^ustty, and talents, were recipro- 
cal, and to each equivalent. 

Every addition to the productions of a coun- 
try, whether ultimately consumed at home or 
ftot, adds equally to its means of commercial 
exchange with other countries. To improve 
agriculture, therefore, is to extend commerce : 
^nd every new channel opened to the latter, 
affords additional encouragement to the former. 
It is tl^tts that they both contribute to the 
wealth of a country ; and that the improve* 
iBent of that wealth is most efiectually con-t 
stflled by leaving to every part of the world 
to raise those productions for which its soil and 
climate are best adapted. — Yet, such is the bar- 
barian ignorance, or detestable policy, which 
presides in the councils of France, and sways 
those of continental Europe, that we are boast* 
ing'ly told of whole districts in Italy and Pro- 

p vencd, 
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vcnce, naturally fertite in othfer rich productions^^ 
being devoted to the raising, at vast expense, of 
a little very bad cotton. We hear of Princes in 
•Germany, devising wretched substitutes for cof- 
fee, or planting forests of sweet maple, and sink* 
ing great capitals in the erection of works for the 
manufacturing of sugar: and all this, at the 
same time that the natural productions of their 
agriculture, those best suited to their soil and 
climate, in exchange for which these articles 
might be procured in abundanccj are rotting in 
the fields for want of a market. 

If it were in the nature of violent passion* 
and headstrong power to take lessons from 
experience, Buonaparte perhaps would b^in 
to perceive, that the mercantile superiority, for 
which he envies^ and hates this country, grows, 
not so much out of commercial regulations, 
as out of a system of laws, which affords perfect 
protection to property, admits of no degrading 
distinctions in society, encourages industry, 
fosters genius, and excites emulation, and is sup- 
ported by that moral, manly, and national cha- 
racter of our people, which is only another of 
the many advantages derived from that system : 
that the wealth, which is employed in com- 
mercci is the result of long accumulation, i»n-* 
interrupted by popular violence, or arbitrary ex- 
actions; 
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;abtbns ; that so long as these blessings are coil* 
tinned to ns, on the one hand, and, as on ^the 
other, his warlike pursuits abroad, and caprici- 
ous regulations at home, conspire to drive com- 
merce from the Continent, the capitals engaged 
in trade will seek protection and employment 
in England ; and that, whilst he is thus engaged 
in adding incalculably tp the misery of Europe, 
by debarring it more and more from the bene- 
fits and enjoyments which commercial inter- 
course affords to mankind, the blow, aimed at 
this country, is counteracted by the course 
which he pursues ; and the national capital and 
resources of Great Britain are, upon, the whole^ 
perhaps, rather increased by the very system oa 
which he has founded the vain hope of reducing 
us, either to submission, or to ruin. 

These few observations would suggest many 
more on this interesting and important branch 
of political economy. But I am aware that I 
have already been guilty, in some degree, of a 
digression from my subject: to which, however, . 
I have been tempted by a persuasion that there 
is no political question on which the prevalence* 
of false principles is so general, as in what relates 
to the nature of commerce, and to the pretended 
balance of trade ; and that there are few which 
liave led to a greater number of practical mis- 

F S takes, 
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j^ this ?o»fttFy> <wr parUainmt^ry proiwd 

ipg?!i PW.P»|5li<i^ i^^u^ifMtj, m^ tk§ work* of 

f^Wt^] a||\e apjd ppp*lM *ritef», fe»w com* 
^Bg^ fe9i Pf^Pagaj^ ^l^« imprss^ipip^ >h^t we aue 
%[i4ebt§d fof Pipoh 9f QVM? ria](ws to what i« caUed 
t|ifi[ ^l^^§fi ^ tpa^K^ T^iW impyewia^i* which 
\m ^m^^km^M^ S4r»p% ha» Qoatributed, nat 
J, Ujtli^e, fv^ryr wfelfe/ t»; ^uggert tb^ Unpoation 
9i B9WCemf9P m^mnti up«>n trade> and per^ 
|}j^p|. tp ]| ^d^r, aofvppjtsiMs for a tttnei even to the 
ft%tiQ9S yihp, wem wfe^iin^ frp0> it> the wild at^ 
tfWP^. tft ^^^Jdjii^l? EritUh €oi»m€rce from the 
9i^^^n?i^, Th§ je$ap\j^,. which our g^aeralt 
^fWJ3if#y cr^^j^e,. is je^hai^/efid by a wtioo that 
it is altogethgf th? effect; ojf our curaBOierqew. 
IJ^lj^t Qi^r ffiier^bsi^ts are. individually repu- 
<f?4 Pff?-f »?iP?Mt for g^odj failh and fair deal- 
ipg^ the opii^ip^ e^t^ft^ined of u^, a$ a uation, 
ijjf, tjial; ve 4r§ li.ttl6 short; of sharpers iu trade ; 
ani^ th^t; ^h^t^v^r we gaiio hy i^ is so Q>uch 
Ip^t ^o tibqsg \yhp,d(e^| with us, — Fgr Ifhe couote- 
u^ce given, to Ijhjs; opinion^ prejudicial to every 
cpwntry, bu,t not Iqa^it, so, to. pursdves, M(e have, 
I- thiok, more tp ajpsw^r than, the mp&t envious 
of pur neighbours. Our %r\\p, policy would surety 
be to profess, as the object and guide of out 

commercial 



t6rAmiT6ii\ SySt6th, tMt WHicft i^trf fflsin; *^ho 
hih SmQM fM «iibjt°^dt; inusi ktl^ lo B^ ihfe 
frtife ^fiihciplg df «6iflittefefe «i^/»^ WmeMri^t ^ 
nbiprBcai And g^uMim Mmjli. ^e *iy r^st 

m entkh otfe pif tj kt Ifid dip^s6 of m aCK«K 
Thife k h pttfptose att whichi if it vr^rg prattr- 
ctfBte, we bxight tlot io aitfi ; atid which, if tir'6 
seimi Ut it, ^6 could ndt ac6oth^nsh. Let us hal 
«I»ea disk)1ait« « Vittu^ t^hioh w^, fMdttei iiiusi 
pricf}*e.- Tfi« boast of \^6aUh gro>*iii^ tfrit of 
tilieqsal advilfita^i tf otild he but i vulgar bO^, 
men if ft c<mld, Jtr the HatuTt of things, region 
a rtal foiitfdatfela.— Odr le^iti<n«<e pilVK sftoufd 
^sist, not in the sttpe^iority Of tber riieans WH1^ 
#htcb PrOvid^ttee hds? bleSsed us fof th6 irfii 
f tov*i#6!nft anrf ^xttndioii Of our oWn (iomiriWct^ 
hat rii Ihe eotaS^ioiisti^S^ that th6^e theaCni cdft-i 
tiot Be ettjployAd' for purports puretyseMsh, tttid 
i}M we do not desire SO «0 e'rApIo^ thttfti. OW 
national eharacttfr is to' bte' eiaWeif itf fflrt ^y^s «brf 
ftffeigiiersv not by a delf-66mplaceiit display of 
oar owif prosperity, bu* b^ ^Wii^^'to sxMc^d^ 
iag natiotts thiat tliey have an i'ntireai iiif that 
pro8|)erity, and thart #e frrize it the Aior6, n6f 
^cause We believe it to b6 excltisi'^d; btrt becaus<^ 
we know it tO' be comttHinfcaWe. 

. F 3 To 
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To come back, however, to the subject of 
foreign exchange. I have hitherto proceeded 
upon the suppositioii of the money of any two 
countries, between which an exchange is estar 
blished, retaining their relative weight and fine- 
ness, according to the standard of their respec- 
tive Mints^ upon which the par between them 
was originally settled. If, in either country, 
the standard, or the denomination, be altered, 
whilst, in the other, they remain the same ; 
of course the real par will be altered in the 
same proportion, although this alteration will 
most probably be effected without any yariatiou - 
in the mode of stating the course of the ex«r 
change ; just as a shilling is still called a shilling 
in Ireland, although its current value has long 
since been raised from 12rf. to 13^. This gives 
rise to what, in the Report of the Bullion Com-* 
mittee, is called the computed par. Even with', 
out any change being made by law iu the standard 
or denomination of the currency of either coun- 
try, this par would seldom be found perfectly to 
accord with the real par ; because the degree 
of wear might be different in the two currencies, 
or even in different portions of the same cur- 
rency. It is only when both contain the ftiU 
quantity required by the Mint regulations of 
tlie respective countries, or are equally dimi- 
nished 
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Hished by wear, that the computed and the real 
IP A a are, in fact, exactly the same. The real 
PAR will also vary where the- standard of the 
one country is gold, and that of the other silver, 
mth every fluctuation in the relative value of 
these two metals. 

The regulation by which our gold coin, if 
reduced more than a small fraction above one 
per cent, ceases to be a legal tender ^ would pre- 
vent the foreign exchange from being affected 
to any greater degree, by the wear or clipping 
of our coin; even if the currencies of othef 
countries were constantly of their full standard 
weight and fineness. It is owing to this regu- 
lation that the exchange became much steadier, 
and was more generally in our favour, after the 
re-coinage of our gold in 1778. 

No alteration can be made in the standard, 
or denomination of the currency of any coun- 
try, without the precise effect of it upon the 
value of such currency being immediately and 
generally known : and a corresponding altera- 
tion as immediately ensues in the rates of ex- 
change with other countries, though the former 
mode of computing it may still be continued. 
In Ireland the standard is precisely the same as 
in England ; but the denomination of the shil- 
ling being raised^ in the former country, td 

r 4 . thirteen- 
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^1Urt€f^^pff»ce, the exchange is at the rtal 9 An 
lirb^n it is stated to be 8 i against Ireland : on 
t^« o^h^r hand, if the standard of on? gold 
i^e^e lowered in Eng^nd V^, whilst it remained 
^1)6 saqfie in Ireland} or if the denomination of 
our shilling were raised to thirteen-pence, or that 
fpf Qur guinea to ^SiS. 9d. the effect, in either c^e, 
wpyld equally b^ to do away this cimputisd dif- 
ference against Ireland. It would b^ very easy 
to p^Mltiply examples of sioiilar alterations in 
tii^ PVirreooy qf different countries, attended 
yith a cojrrespon^ing effect upon their reispecT 
live e^^changes. 

. Although our present situation is somewhat 
f^ifier^nt from ths^t which would arise from an 
alteration in the stftpdard, or in the denominatioii 
of the coin, the effect on our foreign exchange 
is precisely the same. 

Our gold coin is pot noateriaUy deteriorated 
%y clipping or wear ; nor has its standard becQ 
lowered, or its denomin9.tiQn raUed : but for 
coip. we have substituted a papier currency; 
which, from being issued to excess, and from 
ikx^ji cause only, no longer actually* represeat^ 
1)he quwtity of gold which \k pufpoi;^ to t«pre<t* 
^$nt« 

The IbEQwing cas(^ will parhifi|M9i illu3tDate thia 
p^rt of the subje(;t. 

Suppose 
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SuppoBe 12 ounces of goldi of standard fine^ 
nesB^ to Unconverted at Paris into French cur- 
rangy, and that, with the proceeds, is bought a 
hill of exchange upon London for 561. stcr- 
hng. If> at the same moment, this last sura in 
English currency (Bank notes,) would purchase 
exactly IS ounceaof standard gold in London, 
the real exchange of Paris upon London, it is 
admitted, would he at par. — If that sum would 
purchase IS ounces and a half, the re/z/ exchaiige 
would be against London : if it would purchase 
1 1 ounces and a half only, the real exchange 
would he in favour of London. Now, 12 ountes 
of gold being equal to 44 guineas and a half, 
Of 46/. 14^. 6^. the difference between that sum 
and 561. would, in the first supposition^ be the 
aijeasure of the depreciation of the latter sum in 
Bank ps^er. In the same nmnner, tliat depre- 
ciation may be calculated in the two other in« 
stances. 

In the first ca3e, the loss upon the exchange 
arises solely from the depiectation of the paper, 
aoiid is exaiCtly equal to it, In the second, the 
loss on the exchange is greater than. the depre- 
ciiEition of the paper; in the third less : the difte- 
reiiice, one way or the other, being half an ounce 
of gold, or 1/. 18^- Hid. 

Whether, in point of fact, the real exchange 

with 
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with the Continent be, at this moment, for or 
against this country, itmay be difficult accurately 
to determine. If the difierence, here, between 
the Mint and the Market price of gold, such as 
can be legally exported, be less than the loss on 
the computed exchange; the presumption is, 
that the real exchange is against us^ in nearly 
the amount of that difference. 

It being admitted, on all hands, that our cur- . 
rency has no value in ^foreign country, except 
in proportion to the quantity of gold which it 
actually contains, or which can be procured for 
it by purchase in the market ; I could wish that 
some of those who have made this admission, 
but who do not admit the depreciation of our 
J>aper, would explain, distinctly, what it is, other 
than that quantitj/j which determines the value 
of such currency amongst ourselves? Is it any 
thing in the coinage? Those who allow that 
44 guineas and a half, new from the Mint, and 
46/. 14^. 6d. in Bank notes, are equal values^ and 
who cannot deny the fact that 56L in notes, will 
not buy one grain more of gold than is contain- 
ed in those 44 J guineas, will hardly contend 
that any thing is gained by the coinage. In 
truth, their position, as to the undiminished 
value of ourcurrencv, can not be maintained at 
all, unless they can make out that two unequal 

quantities^ 



f 



( 75 ) 

quantities of the same article are equal to on* 
another ; and, if they can succeed in this, the}; 
ihSLy as well raise the guinea ta the value of fivd 
guineas, and declare all our shillings crowns at 
once. 

But, after all, the subject of foreign ex* 
change is, of itself, of little interest or impor* 
tance, compared with the question, to which it 
is incidental, of the diminished or undiminished 
value of our currency at home. It is, indeed^ 
connected with the question of depreciation 
only as it is a symptom of that deprecia- 

' tjon. Whether it be, as has been contended 
by me, and is, I think, satisfactorily made out,' 
a symptom consequent upon the existence of 

. the disease ; or whether as others contend, it is 
the predisposing cause of it; — in either case, the 
disease equally exists, and equally demands a 
remedy. To talk of postponing the remedy 
until this aymptom shall cease, is, in fact, to per-^ 
petoate the disease. 

In King William's time, the samedisease (a 
depreciation of our currency). was accompanied, 
as it is nozvy with a corresponding depression 
of the foreign exchange, Tkeriy as nora^ there 
were not wanting those who wished to invert 
the relation which these two evils really bear to 
each other; who maintained that the high price 

of 
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of bullion, as measured in our ' cuiirenpy^ wm 
produced by the unfavourable course of th^ 
fbieiga exchange ; and wlio wonld fain , have 
recommended to Parliament^ rathlir to wait, in 
helpless expectation, for the disappearance of 
the evil over which they had n(> condouly than 
to apply |:heniselves to the grievatilce, li^htcb it 
was in tl^ir power to redressw But PMliatOient) 
at that time,, felt, that, whatever Oiigbt be tb« 
depression of the foitign exchaoge^ it was their 
first duty to deal with the manifest evil in the 
state of our currency^ firom a conviction, that it 
wasy not only a qiuestkm of policyi but strictly 
of good faith. 

That it i^ a question of good faith, can any 
man doubt, when be considers that the stcm^ 
affixed to our coin is nothing more tha^ a gM-r 
rantee given by the sovereign that, in weight and 
Jinenes^ the money of the country is in exact 
conformity to the standard ftxed by l%w ?— when 
he considers that for the expresa purpose oj^ 
making this guarantee completely effectual, (he 
law which makes that mon«y & legal tender ^ ha^^ 
at the same time, denounced the severest penal^ 
ties against those who shall imitate t)r countei^fejit 
such stamp ; and takes a^ay the character of 
legal tender, from any portion of that money sa 
stampedy if, from any acciden^t oit cireuihstance^ 

whatever. 
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whatevQr» the quantity of goB oerti6«4 by tb^ 
t(«mj!»> ii ried^c^d in %. groatair proportioti tha& 
PbQuii 1 -h per cwt ?— that the value of our mo- 
ney being thoft siQGurately asceitaiti^ and de-* 
ternii^edj ^ peounitfy contracts aitd bafgam< 
iMdrebeett niadt^ and a}l ttngageoieiits iceepted, 
in: the full conSdeoTce and assxirance, that the 
pnbltck faith so firmly plec^edy so strongly sane-* 
tk)Jied, and so cautiousiy guarded, would nevet 
W violated m iaipaifcid ? 

* Does it mot foUov itom these prenMses, that 
9fisy coAtf iYance whichy under the same demmi-- 
natkm of insmef to which; tbb gumantee appHes, 
ahmild compel amy iDdividiial to a;ccept, in. pay-* 
neut of a legal debt, a stnaller quantity of gold 
than is certified by the stamp to be contained in 
aucli denomination, would be a violaticmi of the 
pdblick £aith; and a Iass> to him as creditor, of 
whatever may be the diffisrence. between the 
quantity of gold to which he is entitled under 
the guarantee of the sovereign, and the quan- 
tity contained in the currency in which he is 
actually paid, or which can be procured for it 
at the time of such payment ? 

-In truth, there is but one security for the 
maidtenance of the publick faith of a couhtty id 
this respect ; and that is, to preserve the stand- 
ARD of its currency immutable and inviolable. I 

have 



have, already shewn tliat thef ititdiitioli of tli6 
Act of 17S7«wa$ riot to introduce, or authorize 
any variation of our standard. Pradticallyi 
fop a series of years, it had no such efi«ct» 
Within a late period such an effect has been 
produced. The standard of our currency has 
been virtually altered ; and that, which no 
legislature would advisedly have consented to 
do, or could have done without violating the 
obligations of justice, has been unadvisedly and 
innocently done by the Corporation of the 
Bank. Not that the Bank were aware that they 
were exercising, any more thait^ the legislature 
had it in contemplation to transfer to them, any 
such power. Yet, it is obvious that while inr 
principle and in law our standard remains the 
same, in practice and in effect it is lost. If a 
foreigner had at any time enquired what was the 
standard of our currency?— the answer at any 
period from the time of the Tuooas* down- 
wards would have been, to refer him to the un- 
varied letter of the statute, as strictly executed 
in the regulations of our Mint. The answer to 
such a question must nozv be sought in the cur- 
rent price of bullion in the market, and in the 
discretion of the Bank. 

* The last alteration in our standard was made in the 43d 
q( Eliz. when it was lowered between 3 and 4'per cent. 

 Admitting 
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Adimttiiig these evils, however, it may yet 
be said, that the restriction is but a temporary 
measure, which once removed, every thing will 
return to its proper level. True ; — but, if it be 
Ihuch longer continued, what confusion and de- 
rangement must, in the mean time, ensue in all 
the transactions of society? Ttoe:—-but the 
very evils which this measure has created, and 
which it alone keeps alive, are assigned as the 
reasons for continuing it, so long as they exist. 
True, again, it is> that this is a temporary mea- 
sure;* and, out of this very circumstance grow 

most 

* I trust there is no doubt of this fact, but I am sorry to 
see that the Bank Proprietors (if their sentiments can be col- 
lected from the report of their proceedings at tiieir last general 
meeting) entertain a different expectation. 

An uninformed stranger, from reading the account of these 
proceedings, would be led to conclude, that the proposal of the 
Bullion Committee to allow the Bank two years to prepare 
for the resumption of cash payments, is a direct and gross 
infringement of their charter. It was condemned as a plan 
of compuUion and injustice. The Orator of the Bank, on that 
occasion, seemed to prefer even their dissolution, as a trading 
company, to this resumption of the functions for which they 
were originally instituted. — " Let Government (he is reported 
to have said) '^ pay us the 18 millions they owe us, and we 
'' will make up the remaining two millions* by subscription 
'^ among ourselves within an hour, so as immediately to dis- 
** charge all our notes/' 
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most important considerations for thdse wbose 
bigh office it is to administer justice in equity, 

and 

In reply to this lofty language, I would observe ; — 1st. that 
no one suspects the Bank of being insolvent, or of having 
made any advances without very good and ample security ; — » 
tiiat ns nan has imputed the depredation of their notes i6 
any suspicion that their coneeras as a Bank are not prosperous, 
and that their management for themselves is not extremely 
prudent; — 2dly. that if the Bank Proprietors, as a body, 
should, after mature consideration, be disposed to petition 
Parliament for leave to sutrender their charter, there would 
be no difficulty in finding other members of the comnuinil^f , 
who, upon a transfer to them of that charter, and the other ad- 
vantages of the Bank, would be perfectly ready to make good 
any advances from the Bank to Gk>vertimen£^ and to take upon 
themselves- the whole concern^ without refiising to resume cash' 
payments at the expiration of two years.— ^But 1 must add, 
that, while on the one hand, I should be veiy soivy to witnete 
•acha transfer, on die other, I havenotthesmallest apprehension 
that the Bank Proprietors, when they: shall come to weigh> the 
arguments of their learned advocate, will put it ia the power 
of any other body of men to acquire the advantages which • 
they now derive — 1st from the exclusive privileges of their, 
charter; — 2dly. from their being the agents of the state in all » 
pecuniary matters ;—dd]y. from their being the Bank of 
deposit in which all the money arising from the receipt of the 
revenue, or issued for the expenditure of thie stiate, is lodged.- 

With respect to the sum of 18 millions, whkh was said to- 
be due by Government, it would , have been well if, at the 
same time, that the aggregatewas so ostentatiously announced, 
some of the heads of that debt had been stated. Such an ex-- 
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and to whose care and custody are committed the 
protection and preservation of property belong- 
ing to the most helpless classes of society. 

If 

planation would have prevented many unfounded inferences^ 
which, to the prejudice of Government, have been drawn 
from that statement in other quarters; — as if sacrifices to such 
an amount had, since the restriction, and in consequence of 
the facilities which it afforded, been made by the Bank to the 
Government. — On the contrary, I believe, there never was a 
period of war in which Government were less, or so little, in- 
debted upon floating securities to the Bank as at the moment 
of Mr. Handle Jackson's assertion. 

The first and largest item of which this sum of 18 millions is 
made up, is the advance originally made by the Bank of their 
capital stock amounting to 11,686,000/. — 3 per cents. ; which 
advance has been carried on upon each successive renewal of 
their charter. This advance has no more connexion with the 
issues of the Bank than any other three per cent, stock which 
Mr. Jackson, or any of the Proprietors may possess individu- 
ally ; or than the whole mass of the funded debt of the coun- 
try. This stock, though ultimately liable for their engage- 
ments, is no part of the securities upon which their notes are 
issued : it is the subscription capital of the company, and the 
repayment of it is not due or demandable^ till the expiration of 
the present charter in 1833. 

The next sum consists of two advances, of three millit)ns • 
each : the first lent in 1800, for six years without interest, as 
the price of the last renewal of their charter; and continued 
since the expiration of that period, at an interest of three 
per cent. : — the other advanced, without any interest, under 
an agreement with Government made in 1808. Both these 
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If the nature of our mpney be such a» I have 
stated ; — if the laws of Englatid, by which its» 

standard 

• 

Advances are in consideration of the profits accruing to the 
Bank; from the deposit of the publick balances in their 
hands. These deposits, it is quite obvious, have no connection 
tvith the circulation of the Bank ; and woald be continued, td 
aearly the same amount, if that circulation were restored to 
its sound state. The average aknovint of these deposits exceedii 
ien millions sterling. 

No part of this advance of six millions is demandabk Until 
MX months after the termination of the war* 

The difference between the amount of interest paid to thCv 
IJank on this advance, and the amount of legal interest at 5 pet 
cent, on that sum, is correctly stated by Mr. Jackson at 
210,100/. — per annum. 

Thus are 17,686,000/.. out of the 18,000,000/,— so confident- 
ly, but prematurely, called for by Mr. Jackson, disposed of. 

The small remainder of any debt from the Government ta 
the Bank consists, either of the ordinary annual advaiK:e on 
the land and malt,, the repayment of whkh is amply secured 
by those taxes; — their weekly produce being appropriated for 
that purpose, until the whole advance of each year principal 
and interest is repaid — or of any advances wkich the Bank 
may have voluntarily made, by the purchase of Exchequer 
Bills,, for the repayment of which, with interest, they have the ' 
•ame security, and are upon the satfie foot>ng, as any indivi- 
dual who may purchase such bills in the marketr 

With respect to the sum of 210,000/., annually saved to the 
publick upon the advance of the six millions, made, as I have 
started, in consideration of a deposit in the Bank amounting,, 
f^pn a permanent average, to more than ten millions; — I must 
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standard is fixtd^ guarded^ and gmranteed^ 
have been correctly described by me ; (and up- 



on 



be allowed to express my regret and surprise, that, at a. ge- 
neral meeting of the Bank Proprietors, where the very Direc- 
tors with whom the agreement for this advance had been so 
recently made on the part f^i the Bank, were probably jJresent, 
(and surely the conditions and nature of such an agreement 
mu^t lie known to all the. Directors) it should have been more 
than insinuated, without contradiction from any quarter, that 
this sacrifice of 210,000/. — per annum, is made by the Bank 
to Government, in consideration of the advantage which the 
Bank derives from th<; suspension of cash payments. — The 
words of Mr. Jackson as stated in the report of his speech 
(Morning Chronicle, 21st September) are 

" But when the Committee determined so earnestly to re- 
** commend the resumption of cash payments, and a compul- 
sive measure upon this institution, it would have been but 
becoming in them to recommend, as a preliminary step, the 
repayment te the Bank of the 1 8 mitlions due from the pub^ 
licky and also the restoration of the 210,0001, derived frwn 
*' the Bank in consequence of the supposed advantages resulting 
*'^ from the non-'payment of cash. This was a line of proceeding 
*' which at least commonjustice should have urged the commit- 
** tee to propose.'' 

Fortunately the correspondence on this subject between 
Government and the Bank in 1»08 was laid before Parliament, 
and is published. By a reference to that correspondence, 
«very one may satisfy himself that this sum is the price paid 
by the Bank for the use of the publick balances, and on no 
other account whatever: to which I may add, that it was the 
<?pinion of several penons in the Hwiset>f Commons, and par- 
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on these points, so well understood, and sd long 
settled, there can be no difference of opinion) — - 
if it be of the essence of those laws, that every 
legal bargain for motley can only be satisfied hy 
the payment of the stipulated quantity ; I can- 
not help suggesting a doubt, whether the many 
important pecuniary interests committed to the 
care of our Courts of Equity may not be wrong- 
fully deteriorated by the continuance of the 
present state of our currency ?^— Whether, for 
instance, an old lease, at the rent of 1000 gui- 

ticularly of the leading members of the Committee of Finance, 
in consequence of whose report this bargain was made ; that 
the advance obtained from the Bank was not adequate to the 
advantages which they derived from the agreement. 

Be that as it may, I must decidedly protest against the as- 
sertion that Government has, at any time, demanded or re-* 
ceived from the Bank any participation in the profits which 
accrue to them from the suspension of cash payments. Every 
administration, I am sure, since 17P7, will join me in repelling 
this insinuation; and in maintaining that, whatever measures 
Parliament may think proper to adopt, in consequence of the 
report of the Bullion Committee, iheir deliberations cannot 
be influenced or fettered by any direct agreement, or implied 
understanding, with respect to the continuance of the suspen- 
sion. Nothing in fact has ever passed between Government 
and the Bank which can have the effect of preventing the Le- 
gislature from fixing the period for the resumption of cash 
payments, without reference to any other consideration thart 
the interest and the safety of the country, 
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tieas per annum, being virtually, tlwugh not in 
terms, a contract on the part of the lessee to pay 
.in each year, at the very least, 266 oz. 13 dwts. 
8 grs. of gold, (allowing each of these 1000 gui- 
neas to be of the lowest standard weight per- 
mitted by law) that contract can be equitably 
fulfilled by the payment of 220 ounces? — Whe- 
thier «ven during the existence of this temporary 
restriction law; — which (be it always remem- 
bered) is to cease in six months after the termi- 
nation of the war, and must be so construed and 
contemplated by every court, either of justice or 
equity, — 1000 guineas, weighing any thing short 
of 266 ounces, would ei&title the lessee to a dis- 
charge ? By a tender of that which is equivalent 
only to 220 ounces, it is true, that he is now 
protected against the process of the court; but 
in equity y is he entitled to a discharge ? Will he 
be entitled to it, next year, if that which he 
may tender should be equivalent to 20 ounces 
only ? Will he be entitled to it the day after the 
signature of a peace, although it is admitted 
and notorious that six months after that day, the 
law would compel him to pay 266 ounces ? 

i know not whether, by possibility, any man 
can have reflected upon this subject so little, or 
to so little purpose, as to object to the doubts 
which I have now suggested — that they pro- 
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ceed pir the supposition tbat'it belongs to the 
province of courts of Equity to take caae that 
the value of money should never be altered. 
Nothing so absurd ever en^^ered my imagina-i 
tion. The value of the precious metals relatively 
to other con>modities, cannot be fixed. ' It 
is subject to be affected, by the same circumn 
stances of abundance, scarcity, supply or de- 
niand, as affect the value of all other articles^ 
That it has greatly decreased within the period 
which has elapsed since the discovery of America 
is notorious — that it continues to decrease slowly 
and progressively, I amalso disposed tobeheve. 
This is an inconvenieace, but is not an in- 
justice, to a creditor. All that he has any 
right to expect, all that his contract stipulates, 
and the law guarantees^ is, that the quantity shall 
be the same : not that the value of that quantity 
shall continue invariably to bear a proportion 
relatively as favorable to that of other com- 
modities. The reverse might have been the 
case : still he ^vould have been entitled to the 
same quantity. True it is that the natural and 
progressive diminution of the value of money 
is peculiarly felt by that class of the com- 
munity which depends for support upon fixed 
incomes; true it is that the unavoidable increase 
of taxation adds to this peculiar pressure. The 
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more incumbent is it upon the Legislature not to 
Aggravate this pressure by prolonging a system, 
which in its eiFects greatly out-steps the natural 
course of events; and not to augment the 
amount of the necessary deductions from in- 
come, by one which adds nothing to the revenue 
t>f the state. 



One or two observations of those who main- 
tain that there is nothing wrong in the present 
state of our currency remain to be noticed. 

From the abettors of the present state of 
things, when they have been referred to the ra- 
pid rise in the price of all ordinary commodities 
as a wrj^ strong indication of the depreciation of 
•our cxirrency, I have often heard this answer, — 
** that this is sufficiently accounted for by the 
progressive diminution in the value of the pre- 
cious metals"; that is^ — by thtiv increasing abun- 
-dance. When the same persons, in consequence 
of this answer, have been referred to the high 
'price of these precious metals themselves, if pur- 
chased in our currency, as a more certain and 
unequivocal proof of its depreciation, their an- 
swer has been *' that this is the natural effect of 
the scarcity/ of these metals." 
• But, because gold that can be sworn off for ex- 
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, portation, is worth about 3s. per ounce more in 
our market^ than gold, of the same fineness, 
which cannot be legally exported, an inference 
. is drawn, that gold must be dearer abroad than 
in England, not only by this difference, but by 
all the expense of transporting it to the Conti- 
nent; and that this circumstance accounts for 
its scarcity, and consequent high price here. 
This inference has already been so fully exa- 
mined, and, I think, disposed of, in a former 
part of this Enquiry, that I shall, at present, 
content myself with offering what appears to 
me the real explanation of the fact with which 
it is here connected. 

Since the Restriction Law, and the issuing of 
one and two pound notes, the quantity of gold 
coin in circulation has rapidly diminished; and, 
within these last two years, guineas have almost 
entirely disappeared. For some years, prior to 
the autumn of 1808, the price of standard gold 
was pretty steady at 4/. per oz. and this was the 
buying price at the Bank. Towards the end of 
that year, the price rose very rapidly, and has 
since continued, with trifling fluctuations, at 
about 4/. 10^. per ounce; the Bank declining 
however to offer more than 4/. 

It is within this last period, principally, that 
the difference in price between gold that could 
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be sworn off for exportation, and that whitk 
was confined to the home market, has arisen. 

Now, the demand for gold, like the demand 
for any other commodity, depends upon the 
consumption ; and the price is regulated by the 
demand. The consumption in England, before 
the Restriction, was, either for the purposes of 
our manufactures, or for coin. The quantity 
used in the former was very inconsiderable, 
and probably. still continues unaltered. The 
great demand was for the purpose of supplying 
and keeping up a. certain amount of gold cur- 
rency ; and the great purchasers were the Bank. 
This demand has altogether ceased; and the 
purchases of the Bank, for these last two years, 
must have been suspended. The fact, I know, 
is not in evidence ; but a comparison of prices 
sufficiently warrants the inference. Hence it 
appears, that the market of this country, for 
internal consumption, isTallen off almost to no- 
thing, whilst the market of the Continent re- 
mains just as brisk as before- The necessary 
result is, that whatever gold there may be in 
England, or may come to England in the course 
of trade, and which can be legally exported, 
goes to the better market. It possesses a pri- 
vilege which the law has taken away from 
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other gold; and, under the present circum- 
stanceE^, this privilege makes it more valuable, 
^hene is nothing surprising in this, any more 
than there would be to find that a better price 
Avas given for exportable cofFee, for instance, if 
that privilege were given only to a certain limited 
quantity, and the remainder of the stock in 
liand were confined to the comparatively small 
consumption of this country. 

The only way to stop this exportation of gold 
is that the Bank ahould give the market pricS^ 
and revive the use of it in circulation. If that 
price be 90*. per ounce, 90*. must be given : 
but, in proportion as the value of their notes in 
circulation shall be raised by the gradual with- 
drawing of the present excess, that price will 
dimiuish, until it shall be restored to the Mint 
price, and their notes consequently to par. 
On the other hand, if the excess of Bank paper 
shall continue progressively to^ increase, 90*. 
will soon cease to be a sufficient price for an 
ounce of gold : and either more must be given ; 
or it will continue to be carried to other mar- 
kets. 

The. difference between the market and the 
Mint price, it is true, will be just so much loss 
to the Bank upon all the gold which they may 
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iio\v buy/ trhestever tfaey shall resume cash pay*- 
ments : but it is equally true, that this diifereBoe 
is, at this moment, just so much loss to the 
holders of their notes ; and that the latter have 
ho chance of that compensation which the Bank 
has so amply secured to itself, by the increased 
amount of its IsiHies since the Restriction. 
. It is, therefore, because the use of gold has 
been superseded by the present state of our cur- 
rency, whilst the over-issue of that currency has 
diminished its relative value ; and because the 
Bank of England, not making a sufficient allow* 
ance for that diminished value, has ceased to 
offer the market price, that exportable gold is of 
more value than that which cannot legally be 
sept out of the country. 

. If the law which prohibits the melting of our 
gold coin, and its exportation, either a^ coin or 
in bars, could be much enforced, the diflference 
of price would^ be greater than it now is : but 
every one knows how easily both these provi* 
]sions are evaded; and how impossible it is to 
make them effectual. I have therefore no doubt 
that there has been sent to the Continent within 
these last two years, partly in bars, and partly in 
coin, a considerable quantity of gold not ex- 
portable by law ; which would have remained in 
England, if the Bank Directors had raised their 
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buying price in proportion as the value of their 
paper was depreciated.* 

But 

* Any bank of which the profits are proportionate to the 
amount of its issues, and which has nothing to consider, in 
making those issues, but the quality and character of the secu- 
rities upon which its loans are advanced, must have a natural 
tendency to a continual increase of its paper. It appears 
to me, therefore, extremely probable,' that, for some consi* 
derable time before the depreciation of our paper currency 
was materially marked by the high price of gold bullion, the 
amount of Bank issued was in excess. But the full effect of 
this excess was not so sensibly felt, because, so long as out 
currency consisted of a mixture of gold and paper, the for«> 
nier would give \yay, and either be exported, or melted down 
— ^and by thus gradually making room for the augmentation 
of paper, the value of the latter would be, in a great degree, 
sustained. — But, when, by these successive additions to the 
amount of Bank of Engknd and country paper, nearly the 
whole of the gold had been shoved out of circulation, whilst 
the same disposition and motives to increase the issues of 
paper still continued, the effect of any such further increase 
would be more rapidly and seriously felt in the diminished 
value of our remaining currency. By an unfortunate coinci- 
dence of circumstances, a disposition to apply for a great in- 
crease of discounts was excited in the mercantile world, much 
about the same time when the greatest part of our gold had 
already been driven away; and the facility with which these 
discounts were effected, must have contributed, in this state of 
things, to accelerate the depreciation of our currency. 

I cannot help observing, on this occasion, that I have lately 
seen, with regret, that an issue of seven-shilling pieces (I hop© 
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But the Bank, I may be told, could not buy 
guineas for n^ore than Qls. each. Be it so : but it 
ttiighthave given 4L 10s. for gold in bars : and, 
if this bad been the Bank price, the guineas 

to a very limited amount) has been made by the Bank. Such 
issues of coin can answer no good purpose, so long as the va- 
lue of their paper is kept materially below par ; for it is im- 
possible that gold should continue in circulation, and, the 
quantity of it remaining in the hands of the Bank is thus fruit- 
lessly diminished. 

The stamped dollars, though issued at £ve shillings each, 
which is somewhat more than their value at the present price 
of silver, will in like manner, (as indeed they do every day) 
tliough from a different reason, disappear. I say from a dif- 
ferent reason, because it is true that for a one^pound note you 
may purchase more silver bullion than is contained in four 
stamped dollars. But each of these dollars, now worth abouft 
4*. 9d. is a substitute in circulation for five shillings of our silver 
Coin, Worth upon an average about 3^. — Any man, there- 
fore, who exchanges five of these shillings for a dollar, gains 
about.sixty per cent, — ^The profit on the purchase of silver 
bullion would be somewhat greater; but the dollar is preferred, 
because it is in the way of the shillings whidi would otherwise 
in a great degree soon cease to be current in circulation. 
This is no imaginary case, but a practice which, more or less, 
is going on every day. — So long as our silver currency shall be 
suffered to continue in its present state, the industry and in- 
genuity of individuals, however restrained by law, will not be 
wanting to keep up ftnd supply its circulation. This debased 
currency will drive away any other which, under the same 
denomination, possesses a much greater intrinsick value, just 
«3 our paper drives away the gold. 
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whick have now gbne abroad, either in bars, or 
in cob^ (the ktter to be melted abrofid,) would 
have fpund their wsiy^ ^ bata^ to the celli^s o£ 
the Bank, 

This is precisely what happened before the 
Restriction Law, whenever, from a temporary 
ovcr-bsue of paper, (to which the Bank, from 
the nature of its iastitution, must be ever prone,) 
the market price of gold was raised, for a short? 
time, above the Mint price. Guineas, not- 
Withstanding the law, were immediately melted, 
and the bars sold to the Bank at the advanced 
price: whilst pther guineas were demanded from 
them, which were meltecl in their turn, if the 
difibrence of price lasted so long ; giving to the 
melter a profit equal to that difference, and to 
the Bank a warning to reduce the amount of 
their paper.* Thus the gold coin did not go 
abroad, and though small . quantities of it were 
occasionally melted down, no scarcity of coin 
was ever felt for any length of time. 

Much less would it have gone abroad withia 
these two last years, if the demand and use for 
gold in this country had CQntinued the same; or 
if the Bank price had at all corresponded to the 

» 

• On this subject, the reader is referred to Mr.Thohnton'* 
•• Essay OH Paper Credit.*' Page 1?5, &c. 
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market' pcice: for it appears, by the evidence^ 
annexed to thejcport of the Bullion Committee^ 
that, owing to political circumstances, the ex- 
pense and risk of transporting gold to tl\e Con- 
tinent have been more than double what they 
wefe before the year 1797; and it must be ob- 
vious that any increased charge, in this respect, 
operates as a tax to discourage exportation,*. 
For these two last years, therefore, if th^ re-^ 
striction law had not been in force,^ we shoul|^ 
have had a greater security against our coin 
being exported, than at any former period : but, 
owing to that law, and to the consequent con-t 
dnct of the Bank, a certain exportation has 
taken place, and will be continued, noore or less^ 
so long as the same circumstances shall continue/ 
in spite of those laws, by which we in vajn en-* 

^ Owing to a great proportion of our goiheas being locked^ 
up in the Bank^ or toarded by individuals j to the difficulty of 
collecting such as are still in circulation^ to the expense, pro* 
bably, of purchasing them at a premium, and the charge and 
risk of sending them abroad i the whole quantity of our gold 
expbrted has not^ I conceive, been very large, and certainly 
nqt to such an amount as there would be any difficulty in re^ 
placing by purchases in the market here, or in the foreign 
markets which are open to us. I should very much doubt 
whether the quantity of gold which has been exportpd,iyby an 
exasion of the law, can exceed from Iwo to three millions 
^erling. . ", 
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deavour to restrain it. Those laws, indeed, it 
might be easily shewn, would be prejudicial to 
the publick interest, if they could be made ef- 
fectual. Failing in their object, they are still 
highly objectionable, as holding out a strong 
temptation to perjury. On this ground alone, 
their repeal would be desifeable. They are in- 
consistent with the true principles of commerce, 
and with the long established policy of the most 
enlightened commercial states of Europe;* — 
states, whose currency, amidst all the political 
calamities, and military exactions, to which 
they have been subject, for the last fifteen years, 
has suffered no debasement, nor ever made way 
for a system of paper currency, not conver- 
tible into specie at the option of the holden 
Respecting these laws, all that I have further to 
observe, at present, is, that, however desirable it 
may be that the gold coin, which has been ex- 
"ported within these last two years, had been kept 
at home by a different system of policy; the 
eagerness for enforcing those laws, recently ma- 
nifested by the very persons, who see, in the 

** Such as Holland and Hamburgh. A similar policy pre- 
yftils in the United States of America ; whilst Spain and For* 
tugal, who possess the mines from which the precious metalft 
are drawn, have always endeavoured by the severest penalties, 
and always in vain, to prevent their being exported, 

present 



( 97 ) 

present system of our currency, nothing but 
sound wisdom and national advantage, appears 
peculiarly whimsical and absurd. Under this 
system, gold, a commodity of universal value, 
and of which we formerly possessed a great 
deal, ceases to be of use Jiere, except to a very 
limited amount. Yet, in proportion as the sys- 
tem, which they applaud, becomes every day 
more complete, do they feel a perverse, but un- 
availing anxiety to keep at home so much dead 
and unproductive capital, instead of allowing it 
to be exchanged abroad for other commodities, 
for which there is a beneficial use and demand in 
this country. 

So long as the present system is persevered in, 
there can be very little doubt but that the quan- 
tity of our gold coin will rather diminish, and 
that the small amount which still remains in cir- 
culation, if not hoarded, will be exported. For- 
tunately, there is quite as little doubt that, 
wlienever, by the termination of this system, 
gold shall become again, in fact^ what it is 
now \xi tare — the foundation and standard of otir 
currency^ it will again make its appearance ; 
and that when we shall have a use for it, we. 
shall be at no loss to procure a supply adequate' 
to the demand. 

Bullion is a commodity for which we must 
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pay, as we do for any other which we want. 
But, for the same reason that, of all articles of 
trade, it is that which it is the most difficult for 
us to keep at home by any operation of law, 
now that it is not in demand ; so would it be 
that which it would be impossible for the inter* 
vention of foreign powers to prevent us from 
importing, in proportion to the use and demand 
which we might have for it here. If a supply be 
necessary for our circulation, it must be procured, 
and may be procured, by an exchange of other 
commodities which we can spare, just in the 
same way as hemp, for instance, an article of 
•\vhich it is at least as much the interest of our 
enemies to intercept the supply. But, in as 
much as gold iu the state of coin is so much 
capital engaged in an unproductive though ne- 
cessary employment, it cannot be the wish of 
any man, conversant with this subject, to pro* 
scribe the circulation of paper, or not to allow 
; and even countenance it to the fullest extent; 
only taking care that all such circulation should 
be concurrent with the standard coin of the 
realm, and that such paper should be kept in- 
variably at PAR, by being constantly exchange- 
jible for that coin at the option of the holder. 
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It will be objected to me, perhaps, that, lii 
this argument, I appear to have assumed that 
guineas were proscribed and excluded from cir- 
culation ; whereas, they are still current at their 
standard price. This objection naturally brings 
me to the other main defence of those who 
stand up for the undiminished value of Bank 
notes; namely, " that commodities have but 
** one price, whether paid for in gold, or Bank 
" paper; and, consequently, that the latter can-* 
" not be depreciated." 

This argument is altogether fallacious : -whilst 
the fact on which it is founded affords the real 
explanation of the disappearance! of our gold. — ^ 
That our gold coin is not cried do\y[n and pro* 
hibited, is unquestionably true: and that the 
value of the gold contained in a guinea, in its 
state of coin, and when used as currency, is 
only ^V more than that of a pound note, is not 
denied. — >Bjut then the question is this — Is Bank 
paper or gold our standard? If paper, then 
the value of a guinea ought to be measured by 
it ; and the denomination of the guinea being 
fixed by law at only one shilling more than a 
pound note, its value can only be -^ more than 
that of the note, be the latter worth what it may. 
— If gold, as I contend, and as I have been 
all along contending^ then a one-pound note 
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ought to be exchangeable for M parts of the 
quantity of gold contained in a guinea. — ^That 
it is not so exchangeable, is undisputed. — ^That, 
measured by this standard, Bank paper is de- 
preciated, is undeniable : and it is only by 
making that paper a nominal standard, under 
the protection of law, that the value of coin 
exchanged for commodities, in the ordinary 
dealings of the c^ommunity, becomes referable 
tb thi^ fictitious standard. The consequence is, 
that our coin is depreciated as currency to. a 
level with the paper with which it circulates; — 
that twenty guineas, for instance, circulating 
upon this footing, lose as currency the value of 
all the gold which they contain above the quan- 
tity which might he purchased in the market 
by twenty-one Bank notes of one pound each.* 

No 

* The very able and elaborate essay of Mr. Thornton 
"'On ,the Nature and Lfltcte of Paper Credit," was pub- 
lished in 180^. 

In this \vork, to which I have already had ogcasion to refer, 
the reader will find the true principles of pofitical economy 
united with tbe practical, 1 might almost say hereditary, 
knowledge of a well informed merchant, and the extensive 
experience of a peat LomJon banker. In applying these 
principles to the actual state of our circulation in 1802, Mr. 
Thornton was led to the satisfactory conclusion, that, from 
the date of the restriction lyj to that period, our currency had 
not been laaterially depreciated ;--perhap» not at all^r This 
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No wonder then that guineas cannot be re- 
tained in circulation. By melting down, or by 

exportation, 

was the fair deduction from the facts to which his principles 
were then applied. From the application of the same prin- 
ciples to a different state of facts, such as were, at that time, 
matter of supposition only, the depreciation of our currency, 
it was shewn by Mr. Thornton, would be the necessary in- 
ference. The casg which he then supposed, is now rfialized 
in all its. parts. Every argument by which he proved in 1802 
that our paper was not more than sufficient, equally proves 
its excess in 1810. But Mr. Thornton did not even stop 
here. In 1802, he appears almost to have foreseen and an- 
ticipated some of the leading objections which wouW be set 
up against his conclusions in 1810: — this in particular; — 
that the deterioration of our gold coin t^ the level of the de- 
preciation of our paper, would be confidently offered* as a 
proof that the latter wa^ not depreciated. His words are 
these : — " Our coin itself, when paper is depreciated, passes not 
*^for what the gold in it is worth, but at the paper pri&e^ though 
" this is not generallj/ observed to be the case. It is the mmnte- 
" nance of our general exchanges, or, in other words, it is the 

m m 

" agreement of the Mint price with the bullion price of gold, 
" which seems io b^ the true proof that the circulating ptmer is 
" not depreciated" »" , iM 

It is highly fortunate for the country at this mora^R that 
the BruUion Committee had the benefit of Mr. Tho|^ton's 
most active assistance, and not less ;so, that the legislature 
possesses in him, not only a member unconnected with jparty, 
but one intimately acquainted with the whole business of 
banking, with all the details of coiijnercial credit, and all the 
lyarings of our money system. \ 

The 
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exportation, the gold they contain is restored to 
its intrinsick value, and relieved from the de- 
preciation attached to it by law in its state of 
currency. 

Laws, however severe, cannot alter the inhe- 
rent and essential qualities, which determine the 
relations of value. They may, indeed, impose 
the same denomination upon values essentially 
different, but the difference will not be the less 
perceived ; for no restraint upon human actions 
can permanently or effectually countervail the 
nature of things. When, therefore, the currency 
of a country consists, partly of gold of standard 
weight, and the remainderof a paper currency, 
in fact depreciated, but clothed by law with the 
character of a legal tender ^ the denomination 
fixed for such paper curreiicy being the same 
as for the coin, the latter will have an irresis- 
tible tendency to escape from the depreciation 
in which it is by law retained, so l#ng as it 
contkiues in the character of coin; anci, either 

The practical use of suck knowledge in publick life cannot 
be more forcibly illitttrated than by stating, that the country 
is already indebted to Mr. Thornton for the suggestions 
contained in the'second report of Hhe committee of Finance 
respecting the Bank. The consequence of those suggestions 
has been a saving to the publick exceeding i2dO,000/. per 
annum. 

by 
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by melting or exportation, it will recover its 
intrinsick value. 

This doctrine will, perhaps, be best illustrated' 
by reference to a remarkable period of our his- 
tory, and to the proceedings of the English Par- 
liament at a period to which^ by common con- 
sent. Englishmen look back as a time when the 
theory of our government, in all its parts, was 
best understood, and the principles of justice 
and good faith, on which all free govern^nents 
must rest, were most scrupulously practised: — 
a period illustrated by great names, bpth in the 
science and in the practice of poKticks, and 
which has this further recommendation to our at- 
tention, that it resembles our own tinyes in one 
striking particular, — that of having been dis- 
tinguished by a most anxious and energetick 
struggle for our independent existence, against 
the power and pretensions of France. I refer to 
the reign of King William? 

Towards the en^ of the 17th century, the 
current coin of this country had been redsced, 
by clipping and other practices, ^Lbout 30 per 
cent, below the standard dY the Mint At that 
time, the pieces, new from the Mint, had no 
more value as currency ths^n this debased coin : 
though no man, I apprehend, could now by any 
sophistry, however ingenious, convince, either 

V* himself 
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himself or his neighbour, that the latter waar 
really of the same value as the former. One 
consequence was, that the pieces of full weight 
• disappeared as fast as they were issued, just as 
our guineas now disappear; another, that the ex- 
change was permanently from 20 to 30 per cent 
against this country, as it is now from 15 to 20 ; 
a third, that guineas (silver* being the then legal 
tender y and the silver coin that which was debased) 
rose to 30 shillings each, as they have now risen 
- to upwards of 24, measured in our new legal 
tender Bank paper: and a fourth, that silver 

• For an account of the circumstances which, in the course 
of the last century, gradually led to the substitution of gold 
for silver, as the sole legal standard and tendery I beg 
leave to refer the reader to the very clear atid satisfactory 
treatise on our coin, contained in a letter from the late 
Earl of Liverpool to the King. But this substitution, how- 
ever produced, has taken place without any alteration in the 
weight or fineness of either of the precious metals in our re- 
spective coins, and, consequently, without creating any diffe- 
rence in their relative value to each other, as fixed by law, 
and the long established regulations of our Mint. It is ob- 
vious therefore, from this statement, as well as from the facts 
I have already mentioned, respecting the market price of sil- 
ver, that the change^n mr legal tender has nothing to do with 
the depreciation of our paper ; and that, under the like cir- 
cumstances of excess in the amount of Bank issues, that d||- 
preciation would have been just the sa»e, if no such change 
had occurred. 

which 
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wMch TOuld be swora off for expoitatioti 
was, as exportable gold is now^ at a pre^- 
miutik 

But how little do iiations profit by experience 1 
The same fallacious explanatiotis which are noi9 
^ive», were then offered Co the publick. The 
9ame delusive plans of relief were su^ested-^ 
The balance of trade or the balance of payments 
"was said to be against u%. To this was attri* 
buted -the unfavourable course of exchange i 
to the uHfavourable <;ourse of exchange, the 
exportation aad meltiog down of the standard 
4:oin, and the high price of bullion at home. 
The remedy proposed was, in the language of 
the dayv, ^' to raise the value of oter money y^ 
with a reference to the scarcity, and consequent 
high price of bullion : and the specifick plan 
suggested was, to coin an ounce of silver into 
6s. 3d. instead of 6s. 2d. These doctrines and 
this plan were supported by official characters of 
tlie greatest reputation and practical knowledge, 
and by persons of the most extensive experience 
in trade. Fortunately, the fallacy of them was 
detected and exposed, and the Government of 
that day was rescued from the adoption of a pre- 
'tended remedy, which would have perpetuated 
*he injustice, and aggravated the calamities 

I for 
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for which it was confidently offered as a 
cure.* 

The present state of our currency is, in its prin- 
ciple, and in its consequences, precisely the same 
as the case which I have now described. The 
effect is the same, whether the currency of any 
country being wholly metallick, consists in part 
of a coin, of full standard weight, and in part of a 
coin, which under the same denomination^ should 
be materially deteriorated either in weight or Jine- 
ness; — or in part of coin of the former description, 
and in part of a depreciated paper, dischai^ing 
the functions of money in the same manner, with 
the same denomincUion^ and under the same au- 
thority of law, as the Hght coin. 



It being then, as I conceive, placed beyond all 
doubt that our paper currency is depreciated; 

 I would earnestly wish to recommend to my readers to look 
at the writings of Mr. Locke on this subject,— The arguments 
by which that great man was enabled to convince Lord Somers 
of the real nature of the evil , are worthy of their attention • Th« 
sanction of two such names, and of the Parliament of 1 695 , which 
had the wisdom and firmness to adopt their advice, in spite of all 
the interested misrepresentations of that period, wilj,shew that 
the doctrines which I have attempted to establish cannot fairly 
b« considered as either new or dangerous. 

that 
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I 

. that its depreciation is to be ascribed .altogether 
to an excess* in the issue of that paper, and that 

* It can scarcely be necessary to protest against any idea of 
tlie depreciation being, in any degree, to be ascribed to a want 
of confSleace in the solidity of the Bank* A corporation ori- 
jrinaliy possessed of a great capital, since increased by immense 
profits, which never makes an advance but upon the best secu- 
jrities, and which might call in the whole of those advances 
within three months, can never be exposed to any suck 
suspicion. 

Paper MOKSY issued in the name of the state, in aid of its 
bwn Exchequer, and in cothpulsory payment of its ex- , 
peases, such as has been resorted to in various parts of the 
world, is happily unknown to this country. Such paper 
is in the nature of & forced /oan, which, in itself, implies a want 
of credit. From this circumstance alone» it falls below par ; 
and its first depreciation is soon accelerated by the necessity of 
augmenting the issues in proportion to their diminished value. 
Thus an excess of paper co-operates with publick mistrust, t« 
augment its depreciation. Such was the fate of the paper 
issued by the Ameriban Congress in the war for their indepen- 
dence ; more recently of the assignais in France : and such is 
now the state of the paper of the Banks of Vienna and Peters- 
burgh. Whereas, the state of our currency, in regard to i^s 
dtminisbed value, is no other than it would be if our 
present circulation, being retained to the same amount, were, 
hy some sudden spell, all changed to gold, and, by another 
]spell, not less surprising, 5uch part of that gold, as, by its excess, 
created a proportionate diminution in its value here, with 
reference to its value in other countries, could not by exporta- 
tion, or otherwise, find its way out of oUr sepapite circulation. 
3t is exce^ not rclievable by exportation* 

1 2 without 
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without the feiitriction Ia\¥ d6 such t%ce^ could 
have existed, or at le^t have been permanently 
maintained; it follows, that the repeal of that 
temporary law is the obvious remedy for thi* 
evil. The precautions which it may be neces- 
sary to observe in removing that restrictJion, and 
the precise period when it ought to cease, are 
points upon which it would ill become me to 
anticipate the decision of Parliatnent. 

I shall content myself with oflfering a few ob- 
servations on the practicability of the measure, 
and with noticing such objections as have either 
Occurred, or been suggested to me. 

In considering the great and general Import- 
ance to the whole country of reverting as soon 
as, possible to the former system of cash pay- 
ments, it must be recollected that there are two- 
parties more nearly and particularly concerned 
in the present discussion, namely — ^the Bank, 
and the commercial interest. 

With respect to the former, it may perhaps ber 
inconsiderately supposed, that, in case any spe- 
cifick, though remote, period should be fixed for 
the termination of the restriction, the interest*^^ 
of that corporation would lead the Directors,: 
within the shortest possible time after the pass-^ 
ing of a law for that purpose, to reduce the 
amount of theil* iesues, until their note» dfiould 

have 
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have been so raised in value, as to enable tbein 
to purchase Gold at a price not exceeding that 
of the Mint. Unquestionably it is in their 
power to effect such a diminution very rapidly. 
If the separate advantages of any part of th^ 
comn^unity could, in a matter of this import- 
ance, be held distinct f^on^ that interest which 
must be common to all, in guarding against any 
general pressure of publick distress, those classes 
who suffer most by the depreciation, without 
deriving, even indirectly, any profit fjrpm it, ^n4 
not the Bank, would be most ben§i|t^d by theif 
pursuing this line of conduct. Jt is tr^e, ho^-* 
ever, that, neither the great profits wMneh th# 
Proprietors of Bank stock have <Je^ve4 ^o^fk the 
restriction, nor any pi^cumsiaijicie^ jby whiplb 
they stand connected with jtlie G<QVerp9xef)t, oe 
the trade of the country, wou]l4> of t^ienj- 
selves, entitle the p;ublic)k to expecjt that 
the Directors should inake any ppsitiya 
and considerable sacrifice of the int^&resit^ of 
their constituents. Put how far tvould thiis 
be the case, should th^y pursue a mipre mode* 
rate course ? I assuine that, in the event of a 
period for the opening being fixed, the Bank 
would find it necessary to buy gold. In order 
to purchase it they would be obliged lo give 
the market price ; and I admit that the differ- 
ence 
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<*nce between that price and that of the Mint 
would, ultimately, be so mueh loss to the Bank. 
But then, independently of the profits - which 
they have made of late years by an enlarged cir- 
culation, unattended with any sacrifice for the 
purchase of gold ; it is obvious, that, in what- 
ever proportion above the Mint price their fur 
ture purchases might be made, in the same pro- 
portion must their issues, -bearing interest, be 
above the amount which ought ^o be in circula- 
tion, or wliich, in fact, they would be able to 
maintain in circulation, if the restriction did not 
exist. Suppose one million in gold to be bought 
at an average of tm per cent, above the Mint 
price, in the course of the first year after the 
Bank shall have received notice of a definite 
period for the resumption of cash payments; — 
if, during that year, the Bank should have in 
circulation, upon an average, two millions of 
paper, beyond the proportion, which, but for 
the restriction, it would have been able to issue, 
the immediate and accruing profit from the in- 
terest-on the laitter sum, would be exactly equal 
to the contingent loss upon the purchase of the 
gold, when cash payments should be resumed. 

Withoutt, therefore, exposing the Proprietory 
ef Bank stock to any material loss, or probably 
to any loss at all, the Directors may effect a re- 
duction 
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fiuction in their iSaues, gradually and slowly, by 
apportioning that reduction over nearly the 
whole time which the law mqiy assign to them 
to prepare for the opening. In the same man- 
ner they may, during the whole of that period, 
^nd without forcing the market, be adding to 
their stock of gold, of which the nominal price 
Tvould continue to fall, in proportion as the 
amount of their notes was brought nearer to its 
proper level. This balance of profit, from ex- 
cess of issues on the one side, and of loss upon 
their purchases of gold on the other, fluctuating, 
perhaps, in a trifling amount one way or the 
Other, would of (Jourse cease altogether, so soon 
as the paper should be restored to the value it 
purports to represent. 

The Bank, therefore, as a trading company, 
would have very little, or perhaps no induce- 
ment to make a sudden and violent reduction of 
its issues ; such as might derange prices, and 
distress trade, or operate to the prejudice of the 
fair credit and legitimate dealings of the commo- 
nity. In all the other relations of life and pub- 
lick duty in which the Directors stand, — as 
merchants of the first eminence,— as n>en at- 
tacljed to the prosperity of their country, " and 
studious to preserve that high estimation in 
which they are justly and universally held, they 

would 



would find the 'most powerful motives fbr adope^ 
ing a moderate and caulious^ luie of conduct, im 
the reduction of tbeir maues^ 

It will not escape the reader, that, in the view 
which I have taken of the mode in which the 
interests, of the Bank would be affected by the 
necessity of purchasing gold under the present 
circumstances,, the argument by which I have 
endeavoured to shew that it would be attended 
with lio real sacrifice, is derived, not from a 
comparison with their present situation and ad- 
vantages, but of what their situation and advan-^ 
tages would have been, from the eirculatiou 
which they would now have been able to main- 
tain, if no interruption had taken pfctce in their 
cash payments* This, and not their present 
scale of profits, it must be obvious, is the fair 
comparison c These profits are increased, not 
only by an amount of issues carried beyond ittt 
proper limits? but by the Bank being relieved 
altogether from the necessity of purchasing gold 
in proportion to that circulation,, or indeed of 

purchasing any gold at alU^ 

Another 

* Although the measure of the loss be diflerenty in principle, 
Itfid In degree, it is as much a diminution of profit to the 
Bank, to purchase gold at ^$* 1 7s, 19^6. as at JE4, lOs. or any 
^her price. The notes issued for such purchases are the only 
MTt of their circttlation from ivbicUthey dcrire no pR>fit. A]} 

mm 

theii 
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Another difficulty mdy be istarted agaiast th« 
proposal for fixing ^ period^ however dktftnt, for 
the resumption of casiih payments, n%mely-<«^at 

the 

Aeir otber insans are upon securities beariag iDtieresh Af a 
Banky therefore, their policy, at all times, must be tiaat th« 
proportion of their notes issuecl for the former purpose should 
be-a^ small, and for the latter as large as possible. ' Still bftler 
lor them, if this buying of gold can be dispenied with aitm 
gether. This last advantage . ^ppeatg to hit ensured to Horn 
l^nk, so long at, by an excefts of circulation, the ms^rket prior 
6f gold shjdl be higher than £4 per ounce, which the Di* 
rectors have fixed upon for their buying price. By ev^ry ad* 
dition to their circuladbn, ^erefore, they not only tt^cure ta 
due Propraetors of Bank stock an angmenta^on of prcxfib pitK 
porttnate to l^e increase of that ^rculation ; they also <fi«c^ 
toally guard against any drawbadc to that profit, by perma* 
nently maintaiinng the price of gold above <£4 per ounce. 
This course of proceeding is, at once, so ingenious and ao 
iio^b, in its openxtio)n to cffi^ctnd, and in its applicatie^^a 
completely in the power of these who are exclusively bene* 
$ted by it, so long as the restriction law ifeall oo4itinue,'that 
it is not very surprising that the Proprietors <^ Bank 'Stock 
^ould be disposed to resist any suggesrion which toudhesthal 
laW; and 'to prefer the sound diseretum of f!be Dii^ec^tors, tin« 
fettered by the controurof cash payments. 

Evay one must be aware how very near this state of things, 
DOW openly avowed as a. system, and almo^ claim^ as a right, 
comes to a state of paper ^on)[^y, according to. the defin^ioa 
which has, been given of paper lameyy It \% paper rendlered 
current by the authority, though not issued for the benefilh 
of the State. It consists of loans advanced ^t in|erest \ 
that interest bfing aitogeth^ fox the benefit of the cotpo-* 

ration 
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the DirectQM of the Bank, notwithstanding any 
decision of Parliament^ may increase the amount 
of their paper, fer, at least,. may not so reduce 

that 

ration of the Bank. I may be told, however, thatther* 
is no resemblance between Bank notes and piyfer monepj be* 
cause these notes circulate entirely upon cunfidmce. To which. 
I answer, that the law, which virtually makes Bank paper a 
Ugid tender^ as r^\xih. forces it into circulation in this country as 
paper numey could ht forced in any other country, by any law, 
which might, in the most direct, terms, make the paper of 
«uch a country a legal tender. Whether the government fint 
originate the paper money in payment of its own creditors, 
suid compel all other persons to receive it from them ; or whe- 
ther it authorize a Bank to advance loans of such money for 
its own profit, at>d compel all other persons to receive it front 
those who obtain such advances, there is no difference as to 
the degree of compulsion m \ may add, that, in both cases, such 
paper will be received in the purchase of all commoditi^ by a 
I'eference to the price of the precious metals in that paper ; and 
conseqqently that the principle which determines the current 
value of Bank notes and of paper money respectively, is the 
same. Confidence, in the sense in which it is here used, is only 
the> measure of that value. 

I have thought it necessary to state thus much, because the 
assertion, ** that a Bank note is never forced into circulation,^^ 
is constantly put forward as . an irrefragable proof that those 
notes cannot be depreciated. May I be allowed to ask, 
whether the Bank do not pay the publick dividends, and 
whether, under the law for raising the Property Tax, they do 
not pay them at the rate of eighteen shillings for every twenty 
shillings stipulated for ki the contract ? What would be thought 

of 
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that amount, as to be prepared for the openiD^, 
vrhen the time that may be fixed for it shall 
arrive : and that, by this expedient, they might 
compel Parliament to grant them a further term 
in the restriction. 

That any provision which Parliament can 
make for terminating the restriction » will 
be so fer incomplete, that it will not ne«f 

bf the logick of any man who should tell the publick creditor, 
that he is not compelled to take eighteen shillings in th« 
pound, because he is at liberty to abstain from receiving his 
dividend at all ? — But if he does receive his dividend, he » 
compelled to leave two shillings in the pound, or ten per cent, 
in the hands of the Bank, in trust for the use of the State.— 
He is equally compelled to receive the remaining eighteen 
shillings in Bank paper, subject, however, to the same option 
of not receiving them at all. A payment in such paper is, at 
this moment, a virtual deduction from his dividend of three 
shillings more, or of 15 per cent; just as much a real and i^ 
forced deduction, as if it were made directly from eighteen 
shillings of standard money, under all the. powers and penalties 
©f the Property Act. The publipk creditor, therefore, receives 
fifteen shillings in the pound of standard sterling money and no 
more. * If the ]§{Lnk of England were, to-morrow, to issue such 
an amount of notes as would reduce the paper pound in value 
to one shillingsworth of gold, every man would be contpelied, 
just as much as he is nawy when it is still worth seventeen uhiU 
lings, to receive those paper pounds for twenty shillings each. 

Preposterous as this extreme case may appear, there is no 
security, as the law now stands, against such an issue, except 
in the discretion of the Bank. 

cessarily 
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cessarily carry along with it the means of 
fenforcing its own object, is certainly true. This 
objection, however, to the specifick period sug- 
gested by the Bullion Committee, would equally 
apply to any other proposal founded on the 
principle of assigning some fixed determination 
to the operation of the restriction law. But 
this difficulty, like that which would arise from 
an over^rapid diminution of B^nk paper, rests 
on a supposition, possible certainly, but most 
improbable. They are both extreme fcases.— 
Neither of them stated, nor contemplated, by 
those who concur in the principles and suggest 
tions of the Report: though intimated in 
language too pkin to be misunderstood, by those 
who profess themselves most anxious to prevent 
any change in the present system. As far a$ 
these insinuations affect the character of the 
Pank, they may do mischief, as coming from 
persons professing to be friendly to that institu- 
tion. The conduct of the Directors, under 
whatever arrangement maybe finally adopted by 
the wisdom of Parliament, will, 1 am confident, 
fully shew that all such insinuations are entirely 
unfounded. 

With respect to the manner in which our 
trade may be affected by the resumption of casB 
payments, no argument has been offered to 

shew. 
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jihetiTj and no statement, I am persuaded, ean be 
produced to prove, that any serious difficulty 
or pressure is likely to arise, if the excess of ottr 
circulation shall be withdrawn in that gradualt 
cautious, and almost imperceptible manner^ in 
which this change may be effected^ in case two 
years shall be allowed for the purpose. Thig, 
beside^ is a period within which every ad^ 
venture now pending will probably be com«> 
pleted, and every credit now outstanding brought 
to maturity- Eveiy mercbant, consequently, 
will have ample notice, and full time to regulate 
his dealings^ and to bring his affairs witbin such 
a compass, compared to his capital and state of 
credit, as he may think prudent and necessary^ 
No one will be taken by surprise^^ — ^There will 
be no sudden fall in the price of goods ;— no ra- 
pid fluctuations in the markets.— Our currency, 
I am sanguine enough to hope^ may be brought 
back to its sound state, if not altogether with- 
out difficulty in some quarters; at least with 
much less difficulty than has been experienced^ 
within these few last months, from the conse- 
quences of the speculation and over-trading, 
created and fostered by the excess of that cur- 
rency. 

Some persons, wholly unacquainted with the 
nature of commerce, or with any of the d^etaib 

or 
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or bearings of the subject, I am told, dismiss the 
Bullion Report with a short remark, ^' that it 
•recommends what is imppssible : — for tha^t gold 
cannot be procured/^ Tq this, I think, I have 
already given a sufficient answer, unless the 
principles which regulate the purchase and sale 
of the precious metals are now become altoge- 
ther different from those which have hitherto 
applied invariably to all commodities which can 
be the objects of barter, I may, however, fur- 
ther observe, that gold does not form the basts 
of the currency of any other country ; — that the 
quantity of gold in Europe is not less now, and 
is probably greater, than it was at any former 
period ; that the price has not risen on the conti* 
9ien^;— that it is to be purchased in the markets 
.there; in, the markets of Africa and America; 
in our own market. If, in these markets, the 
Bank aviU buy progressively, and, through pro- 
per agentS) whatever gold bulHoij may be ob^ 
taitied without raising the price against itself, a 
very large quantity may be procured in two 
yearSj and, upon the whole, at a fair price. But 
then, in order to ascertain what is a /air price 
.for gold, we must take its relative value* t* 

silver such as it now exists. 

It 

* Supposing that value, as it appears by the evidence of 
JMr. Grefulke and others, to be on the continent 15^^ to one^ 

then 
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' It is no secret, tbat the Bank, sdon after the 
Bestriction, bought and imported a very con- 
siderable supply of gold. ' It has siiice issued 
very little. To these fects, I may add my confi- 
dent opinion, (though this of Course can be only 
matter of opinion) that it iSj therefore, actually 
possessed of a large stock Of gold. This stock, 
even without any addition, would, of course^ 
be brought nearer to the proportion which it 
i>ught to bear to the amount of notes issued^ as 
the latter is gradually diminished. 

A great quantity of gold, which is now 
hoarded, would also make its appearance, if 
guineas were restored to their use and value as 
currency^ In this respect; the country is in the 
same situation as it was in King William's 
time, when.our metallick currency was so much 
depreciated. Before the determination to restore 
that currency to its standard, pieces of full 
weight were as scarce as guineas are woti? ; but 
when that determination was taken and carried 
into effect, a great quantity of good money, 
which had been hoarded, was brought back int© 
circulation. 



then 1 5^ ounces of silver are equal to s£S 1 7s. 1 O^ds. or to an 
ounce of gold. In Bank paper 15^ ounces of standard silver, 
jKt the present market price, which is about bs, lO^d. per. 
«unce, cannot b« purchased for less than 91 shillino^s. 
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1a <9po«ition to all these grouads of conA^ 
4etice, that the diUculty of recoiiniQg cash pajt^ 
mmts wiU not he so gfeat as is generally ima^ 
l^ned) iit has heen stat^, that the iociiease of 
OHf commerce and of ourreir^nue fequires a vast 
increase of currency. 

It mght easily b<^ shewn, indeed it is obvious^ 
iSiat m a countiy at once ri^h and'AreO) in which^ 
from the^e advantages, joined to the long enjoy« 
ment of pnbfick tranquilUty^ credit^ either 
verbal ot written^ transferable or dormant, is 
extended to all the transactions of society, ope* 
rations to a much greater amount may be carried 
on with a propor'tian of currency which would 
be altogether ini^ufficient for the same opers^ions 
in another country, not possessing these benefits^ 
or in which they might be less firmly established^ 
or less amply enjoyed. In this country^ where 
they are all united in the highest degree, the 
ingenuity of individuals^ especially of our mer^ 
chants and bankers, is constantly at work, to 
devise new means of substituting credit for the 
actual intervention of money, and to find fresh 
expedients, either to supply its place, or to 
economize the use Of it, in their dealings with 
one another. If this were a proper occasion for 
such a detail, it might easily be shewn, that in 
this way, many improvements have been made^ 

of 
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of kte years, in th^ mode of carrying on the 
banking and commercial concerns of the metro- 
polis, all tending to introduce a greater economy 
in the use of money. The quantity of currency, 
therefore, requisite for the purpose of ex- 
changing and distributing the commodities of a^ 
country, is not to be measured by the extent of 
its wealth and commerce, compared with the 
wealth and commerce of other countries, or with 
its own, at former periods. Neither is that 
quantity to be measured by the publick revenue. 
In proof of this assertion, as applicable to the 
present state of this country, it is not necessary 
to go into a minute statement of thg course of 
proceeding at the Exchequer, although it is by 
such a detail that the proof would be most com- 
pletely established^ It is sufficient to state, 
that in the evening of each day, the wl\ole 
receipt of the revenue, within that dajj, is car- 
ried to the Bank ; and that from the Bank the 
whole amount of such receipt may be, and pro- 
bably is, sent into circulation again on the 
fpllowing day, in the discount of commercial or 
Government securities. If thg daily receipt of 
the Exchequer be^, upon an average, increased 
fjrom twenty to one hundred thousand pounds, 
it by no means follows that any thing like a 
proportionate increase, or indeed that any very 

K considerable 
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dottsjclerable increase in the whole amount erf 
thiB circulation would be requisite, in conse- 
quence of this increase in the revenue. Did 
any man, before the Restriction, ever dream of * 
eftquiring into the numerical amount of Bank 
issues, and of regulating and adjusting that 
amount by the quarterly account of the Conso- 
lidated fund, or by the annual return of our 
Imports and Exports? What is the link which 
connects the value of paper, regulated in it« 
amount by some such numerical scale, with that 
of the precious metals? By what standard of 
v^lue is that scale to be increased or diminished] 
is that standard to be sought for in artificial 
checks and banking regulations — byeA^ws of 
the Bank Corporation, made not for the object 
of restraining their loans, but for their own pro- 
tection against the risk of insolvency in those to 
whom such loans are advanced? 

But even if it were admitted that amuch greater 
numerical account of money is necessary in 
consequence of the increased revenue and com- 
merce of the jcountry, it by no means follows 
that this augmentation would require to be 
made in the metallick part of our currency. 
Circulating credit, either in the shape of Bank 
notes, or in some other description of security, 
will always be preferred to coin in all the large 

operations 
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operations of trade. For all considerable pay- 
ments, paper possesses many obvious advan- 
tages Over metallick currency. In other 
respects it is also more convenient. The actual 
holder of a note, convertible at ^vill into cash, 
knows that tha guineas which that note repre- 
sents, and which it can always command, are 
not liable to be under weight, or to become so 
by wear in his possession ; while every person 
who may receive that note in succession, 
equally knows that, without the trouble of 
weighing, or the risk of deception, it conveys 
the same title to him. 

The Bullion Committee proposes that the 
small notes of the Bank of England should not 
be Avithdrawn till a certain period after the 
resumption of cash payments. If this precau- 
tion should be adopted, I have no doubt that 
many of those small notes will continue to cir- 
culate till the end of that period, from the pre- 
ference, which, in many instances, will be given 
to them over gold.* 

* The withdrawing of the small notes is a measure sug-^' 

gested by considerations of publick expediency which ought 

to outweigh perhaps the economical advantages which the 

country derives from the use of them. It is not necessary at 

present to examine the question in this comparative view^ 

^although I own that 1 very much doubt whether country 

Bank» ought not to bd allowed to issue notes as low as two 

pound)!, 
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It has .been suggested, as another objection, 
against tertninating the Restriction law, that a 
state of circumstances might, by possibility, 
arise, in which it might be proper to re-enact 
that law« 

I. admit that it is possible, in the present ex« 
traordinary state of the world, that, in the course 
of events, a recurrence of similar circumstances, 
of general alarm, commercial pressure, and 
stagnation of individual credit, such as existed 
in 1797* may, at some future period, again com- 
pel the Government of this country to afford to 
the Bank a temporary protection against the 
demands which may be made upon it for gold. 
For it must be obvious, that no Bank, however 
cautious and prudent, can possibly exist, either 
with advantage to itself, or to the country, 
unless its circulation of Paper, upon an average, 
shall considerably exceed the amounta of its 
deposits, in cash or bullion, for meeting the 
possible demands that may be made upon it. 
The consequences of sudden publick alarm 
cannot be measured. They baffle all ordinary 
calculation. Cash is then withdrawn, not be- 
cause the circulation is excessive, but by the 
country Banks and the town Bankers, for the 
purpose of meeting possible demands upon 
them, and by the community at large, either 

directly 
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directly fi?om the Bank, or indirectly through 
the former channels, for the purpose of hoarding, 
from the dread of some imaginary or con- 
tingent danger. In such a crisis, every reduc- 
tion in the amount of Bank paper, is so fer fronj 
cheeking the drain, that it aggravatfes ' the gen-t- 
ral distress ; because the gold which is taken 
but of the Bank, instead of being substituted in 
circulation for the notes withdrawn frofti it, is 
for the most part locked up, and tbu$, in pro* 
portion as the stagnant and straightetted^ 6ircU'^ 
lation ^v^nts life and aid, it becomes every 
day more embarrassed, whilst each new caktnity 
j)roduced by sUch ^ state of things, cdiitribUtes 
to spread and intrirease the ^etieml apprehiehsioni 
It is therefore manifest, that by, a possible com- 
bination of circumstahbes, the Bank might b6 
driven to part with it^ last guinea, not only 
Without having checked the drain, but with the 
Certainty of increasing it, in proportion as the 
amount of their notes w^ diminished. At such 
a moment, the preservation of the Bank from 
actual failure, though an important, is but a 
Secondary consideration : — that of the country 
is the first. The possible cases, however, 
which may call for such an intervention of 
power^ are not capable of being foreseen or de- 
fined by kw. The heceasity may not occur 

again : 
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again: if it should, the application of the remedy 
must be left to those who may then be at the 
head of affairs, subject to their own responsibi- 
lity, and to the judgment of Parliament. But 
I must observe, that in proportion as the 
knowledge to be derived from the experi- 
ence of 1797 f on the one hand, and of the two 
last years on the oth^r^ shall be more generally 
spread through the country, and as the princi- 
ples of our money system and of circulating 
credit shall be better known and more generally 
understood, will the recurrence of such a crisis 
be rendered less probable, the danger of it more 
easily met and overcome, and the nature of the 
remedy, as well as the extent to which it may 
be used, more fully ascertained. It is k possible, 
temporary, and transient interruption of the 
ordinary course of our circulation, of which wc 
are compelled to meet the risk, in order to instire 
to ourselves the habitual, permanent, and incaU 
Culable advantages of an extensive and secure 
circulating paper credit. This is the lesson w« 
should learn from the. use of the Restriction in 
1797j on the one hand; and from the incon-* 
veniences to which the abuse of it has led . on 
the other. 



It 
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It has been objected, that the consequcncei; 
.derived from the arguments which prove the 
depreciation of our currency, if pushed to their 
full extent, v^^ould go to establish a title in 
persons who suffer from being paid in that de- 
preciated currency, to some compensation for 
the difference between the payment received, 
and the aniount in standard money of their just 
and legal demands. According to the principles 
.of strict justice, it may indeed be impossible to 
.deny that this compensation is due to them. The 
injury which they now sustain, by being paid in 
Bank notes, is precisely of the same description 
as if they were compelled to receive in payment 
clipped and light coin. In the latter case, every 
man would agree that such coin ought to pass, 
not by tale^ and according to its denomination^ 
but by weight only. To the fonner, the same 
principle might apply. But no arguments 
are to be looked at with more suspicion 
than those, which, from the acknowledged im- 
possibility of attaining to perfection, would 
infer, that it is absurd to attempt the nearest 
possible approximation to it. If a system be 
erroneous, the very consequences of its errors 
generally constitute the most powerful impedi- 
ment to a correction of it. — But if that impedi- 
ment were to. be held conclusive, the result 

would 



( 128 ) 

X^^ould be no other than this— that the- errors of 
inadvertency, when they have prevailed for a 
certain time, are, upon | discovery of their 
nature, to be persevered in, from deliberation 
and choice. In the present instance, the result 
would be, that, a certain (iegree of injustice 
having been innocently done, and a certain de- 
gree of injury unavoidably suffered, theawaken-- 
ed consciousness of that injustice and that 
injury, should only lead to an advised confirma-' 
tion of the system by which they have been 
produced. Aoy man who will give the slightest 
consideration to the subject, will see that it is 
not possible to redress the inconveniences which 
have been sustained; and to every man of sober 
understanding ^^ that it is impossible^*^ is a suffi-r 
cient answer. But the future is within otir 
power. The Legislature can prevent the con-* 
tinuance and augmentation of the evil ; and it is, 
therefore, its bounden duty to do so. 



^i^B«M 



I am not sure that sonie persons will not be 
found, who, however unable to deny that the 
depreciation of our paper is proved beyond all 
doubt, will still be disposed to maintain that the 
evil of si|ch ^ state of things, great as it is, is 

more 
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more than compensated by some greater publick 
•advantages. It will be incumbent upon them tb 
shew what those advantages are, that ought, 
in their judgment and in their morality, to 
outweigh the strongest claim* of justice, 
and the plainest dictates of publick honour; 
and distinctly to point out to what extent, and 
by what classes of the community, they are en- 
joyed. I purposely forbear again adverting to 
the various classes and descriptions of persons, 
subsisting upon fixed incomes, whom I have 
already shewn to be pre-eminently (though they 
are not exclusively) iiufferers from the present 
jBtate of things. 

• First, then, is it for the benefit of the landed 
interest that the present system should be conti- 
nued ?^ Surely this part of the community is too 
just to wish for profit to be obtained at the ex- 
pense of others, even their nearest relations 
or friends; too enlightened to countenance a 
system which, progressive in its nature, would, 
if uncheckedj ultimately lead to the subversion 
of all property.* One large class of landed pro- 
prietors indeed— those whose lands are actually 

* If ever there was a proportion universally true, this has 
proved itself to be so in all countries in which paper currency j 
from any combination of circumstances, has been suffered to 
grow ipto a paper money, 

undef 
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Under lease — ^beiog for the remainder of those 
leases within the description of persons of fixed 
income, suffer in the same manner as other 
.persons which that class comprehends. — 
They even suflfer more ;-— inasmuch as the 
reserved rent is generally subject to repairs 
and other outgoings, the expense of which 
is of course increased in proportion to the 
depreciation of the currency in which it is 
paid. In such a state of things, landlords will 
be naturally disinclined to grant new leases. Is 
this the way in which the cheapness of paper is 
to contribute to the improvement of their estates ? 
So far from it, that every landlord must be satis- 
fied, by a moment's reflection, that the advance- 
ment of agriculture is best secured by holding 
out a fair inducement to the employment of 
capital in this most essential branch of national 
industry; and that it is, by the real improve- 
ment of the land, and not by a mere nominal 
increase in Ihe annual rent, that he must mea- 
sure the rise in the value of his estate. If, by 
good husbandry, the produce of an estate be 
' doubled, its real value will be proportionably 
increased; but, if the produce remain the same, 
and the increased rent, in Bank paper, be not 
exchangeable for a greater quantity of gold than 
the landlord was intitled tQ receive under the old 

rent. 
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rent, the real ' value of the estate \\'ill be any 
thing but augmented by such a rise in the 
rent.* 

Secondly, is the commercial class really 
benefited by this state of things ? It is im-- 
possible to deny that some, and. perhaps 
many individuals, connected with trade, have 
derived advantage from the greatly increased 
facility, which has prevailed, within these 
two or three last years, of obtaining credit 
upon the discount of commercial securities ; and 
that a few, who have been fortunate, in watch- 
ing their opportunities, and in boldly availing 
themselves of this facility, have made great and 
rapid profits by their speculations. But whe- 
ther the mercantile body of this country, 
considered in the aggregate, has reaped any 
substantial advantage, or will ultimately derive 
any benefit, from the super-abundance of paper 

.* The price of land (either to rent or sell) like that of all 
other objects, is, of course, raised in proportion to the depre* 
elation of our currency. . But a great part of the increased 
Yalue which landed property has acquired within these last tea 
years, is, I belieye, fortunately for the prosperity of this coun- 
try* of a more durable and substantial nature ; and is fairly to be 
accounted for by the great improvements made in the science 
and practice of jigriculture ; by which the productions of oiir 
toil have been both ameliorated in quality and increased in 
quantity^ 

currency 
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currency iA, to me ^t least, a much more doubt- 
ful question. It is imp6ssible for any observer 
of events accurately to discriminate between the 
adventures to which this excess has given rise, 
or, at 'least, a principal aid and support, and 
those which have their foundation in the mer- 
cantile capital and industry of the country, and 
would have been carried to the same, or, per- 
haps, to a greater extent, if the amount of dis- 
counts and circulation had been kept within 
those limits which are compatible with the 
sound state and undepreciated value of our cur* 
rency. That some speculations which, it may 
be fairly presumed, belong to the former class, 
have turned out unfortunate; whilst .others, 
which are still pending, are of precarious 
issue, is, I am afraid, an opinfon but too well 
founded, and one to which, I apprehend, that 
recent and passing events have made many 
converts among those who have the best practi- 
cal knowledge on these subjects. 

The convulsions of the world have thrown a 
principal part of the trade of Europe xmd Ame- 
rica into new channels. The first who explored 
those channels, and had the address to elude the 
' difficulties and dangers which beset the apr 
proaches to them, were eminently successful, 
Tbejr exports were inadequate to the demand 

abroad ; 
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abroad; their returns unequal to our Mrants 
at home. Great profits were the result. This 
result became generally known^ an4 the 
temptation was irresistible. Not only the 
original adventurers, in most instances, re- 
embarked largely in the same pursuits; but 
hosts of new ones sprung up in every corner of 
the kingdom: every one, anticipating a gain 
like that of the first speculators, became, 
of course, anxious to procure credit to the 
greatest possible amount— negotiable securi- 
ties were multiplied in every shape. — discount 
was sought for in every quarter — ingenuity was 
at work to multiply the means of obtaining and 
affording accommodation.* So long as the sales 

were 

* It bas been said, tbat aay step vrhicb may be taken 
towards the resumption of cash payments, would immediately 
compel the Bank Directors to reduce, in a yery great degree, 
tha amount of their accommodation to the merchants ; and 
some persons have gone so far as to insinuate, that they would 
probably cease to discount altogether. The abettors of the 
present system have used this language with much successj 
as the means of creating a.n alarm in the mercantile world. 
To me there appears to be no necessity for making any sudden 
or violent diminution in their discounts : indeed there is no 
reason why they might not be continued to the same amount 
as at present. Every facility that could be required would> 
no doubt, be afforded by Parliament in this respect. The 
whole of the six millions^ advanced in consideration of the 

deposits 
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Were bri^k ; 86 long as the demand, both for raw 
materials and manufactured goods, continued ta 
increase, and prices to rise in the home market, 

every 

deposits of ptiblick money, if necessary, might be repaid ; and, 
^%tead of this advance, an annual sum might be paid bj th« 
Bank to the publick equivalent to the saving on the Interest 
of this loan. This repayment would afford to the Bank 
xnore than a sufficient latitude for gradually reducing their 
circulation without any diminution whatever of their com* 
mefcial discounts.— But ^his is a narrow view of the ques- 
tion-— The root of the evil is not in the discounts of the 
Bank.-— Their power of giving an increased accommodation 
to the trade of the country, and the extent to which it is now 
carried, depend more on the greatly increased amount of the 
balances deposited by Government in their hands, and which 
are lent out again upon good bills of exchange, than upon the 
enlaigcd amount of their circulation. The amount of these 
deposits is independent of the amount of the latter, and would 
not be affected by its reduction, whilst the effect of that re- 
duction, in raising the value of their paper, woiild bo precisely 
tiie same, whether it were brought about by a diminution di 
their loans to Government or to individuals; because it is t* 
the aggregate excess of their issues, and not to the particular 
nature of the securities on which they are made, that the de- 
preciation is to be ascribed.-— That excess aflbrds a facility 
to the abuse of credit, and gives birth to wild adyenturei 
in other quarters: those, I admit, will be checked by a 
diminution jn the total amount of their currency; although it 
should be effected without any diminution in the scale of 
commercial discounts at the Bank of England. But have 
we 4iot seen enough, of the ultimate effects of this artlffcial 

facility^ 
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every thing went on smoothly, as much to 
the satisfaction of the manufacturer and mer- 
chant, as of those to whom they were indebted 
for the discount of their bills. It was then 
that all these parties discovered to what a 
degree the suspension of cash payments afforded 
facility and security to the extension of this 
description of credit : but the currency, in which 
the discounts were effected, became depre«» 
ciated in proportion to the rapid increase in 
its amount. If trade had ton tinned in its an- 
cient and accustomed course, and the spirit of 
rash adventure had not been excited by new 
prospects of extravagant gain, there is reason to 
believe that the expense of discount, aided by 
the strict adherence bf the Bank to its long 
established regulations, and by the reluctance 
to engage in Country Banks, which had been - 
created by the disasters of 1793 and 1797, might 
have afforded, for some time longer, (as they had 
for several years after the restriction was first im- 
posed) a sufficient guard against any very material 

facility, and these forced speculations? To those who still 
shut their eyes to the melancholy but instructive lessons 
which we have lately received in this respect, it would be 
useless to offer any other proofs of their dangerous tendency. 
They would remain unconvinced^ even if all the follies of the 
South Sea adventure, or of the Miffisippi schomei were acted 



over again. 
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excess, or any great depreciation of our currency* 
But, on this occasion, the Directors of the Bank 
appear to have considered the increased eagerness 
for discount as requiring some increased induU 
gence on their part ; and, perhaps, whilst trade ap- 
peared so flourishing, it was not unnatural that 
they should consult their own fair interest as 
bankers in this respect 

The amount of their paper was, in conse- 
quence, considerably increased, although, by the 
great and simultanej>us augmentation in the cirr 
culation of Country Banks, the use of Bank paper 
beyond the limits of the metropolis became 
every day more circumscribed. Under these, 
circumstances, the rise in the price of goods, 
which, at first, was the effect of an increased de- 
mand, was soon considerably aided by the de- 
preciation of the currency, as well as by the 
power which the facility of discount afforded to 
new speculators (calculating upon a still further 
rise) of keeping back their purchases from market. 
Thus the diminution in the value of our cur- 
rency, brought on in a great measure by this 
mercantile delusion^ has, in its turn, been one of 
the principal means by which the latter has been 
kept up and supported in the home market. Ma- 
ny a speculation, probably, within these two last 
years, for which tlie party takes to hiijiself the 

credit 
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t^tedit of commercial acuteness and great fore- 
sight, was principally founded, however uncon- 
sciously to himself at the time^ in the decreasing 
value of our currency. 

In making use of the words mercantile deiw 
^on, as applicable to a Considerable part of the 
trade, which has been created and fostered,wiithin 
the two or three last years, by the circumstances 
which I have stated : I feel that it would be in- 
cumbent upon me to offer some more enlarged ex- 
planation of the subject, if, unfortunately, many 
recent occurrences did not, at once, establish 
the facts, and justify the terms I have applied to 
them. In the nature of things, such a specula- 
lion could not continue universally and unin- 
terruptedly fortunate. The markets, at first 
•scantily supplied, would soon be overstocked* 
Some of the adventurer*, from being too late, 
others, from ignorance or misconduct, extrava- 
gance or misfortune, would faih The chain was 
«ure to give way in some of its links— great and 
numerous failures are the consequence-— suspi- 
cion and alarm become general-^securities, hi-- 
therto negotiable, can no longer find discount— 
mai^y of the discounters themselves are ruined, 
and all put upon their guard— the markets fall-— 
qoods are forced upon sale, when all are afraid 
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to buy ; and, whilst the fortunate/ciD retire iipoti 
wealth rapidly accumulated, thousands are left 
to lament the ruin, which, deluded by the ex- 
ample of such rapid success on the one hand, 
and tempted by the facility of overtrading on 
the other, they have brought upon themselves. 

I may therefore be allowed to doubt, whether 
a very great proportion of the more recent spe- 
culators to South America^ as well as to Malta^ 
Heligoland^ and the Baltic, do not repent that 
they ever became acquainted with the tempting 
tale of a few early adventurers, or were so easily 
furnished with the means of engaging in similar 
risks, to an extent out of all proportion, either 
to the amount of their capitate, or to thedemanfl 
from abroad ; and whether, ultimately, the legi- 
timate advantages of commerce, as well as the 
real interests of the trading and manufacturing 
classes, w^ill not be injured, rather than ad- 
vanced, by the consequences of the protracted 
suspension of cash payments. 

This part of the subject reminds me that 
a few words are still necessary respecting 
what is called the " balance of payments*'^ 
with foreign countries, to which I have ad- 
verted in a former part of these observa- 
tions. I then left to the reader to judge for 

himself 



( 139 ) 

liimself how far this fashionable docti:ine alSPorcU 
a sufficient explanation of the lougrcontinued 
depression of the foreign exchange, and of the 
high price of Bullion at home. 

That a nation, like Great Britain, possessed 
of great commercial capital, should afford long 
credits to pther countries, where capital is 
wanting, and where the rate of interest is 
consequently much higher, is certainly very 
natural ; and it is an obvious advantage to 
us in trade. But these credits are given in 
succession, and some are daily coming to matu- 
rity, whilst others are created: so that, al- 
though the different parts of the world are 
constantly indebted to this country, the aggre- 
gate iamount of those debts cannot, in the or- 
dinary course of things, very materially vary. 

But it is obvious, that if, from any pecu- 
liar circumstances, an unusual facility of dis- 
count exists at home, whilst abroad an ad- 
vance in price, far exceeding the rate of interest 
here, is given for goods sold upon long credits, or a 
proportionate abatepient made upon those bought 
by us for ready money, the balance of debt to 
this country may be somewhat increased, and 
the exchange thereby rendered unfavourable for 
a short time. This fall, if our currency were npt 

L 2 depreciated. 
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dtepreciated, could not exceed the expense of 
transporting Bullion to the Continent, or conti- 
nue, as it has done, for two years. Within that 
period too, it may be remarked, the longest of 
those credits must probably have come rounds 
and consequently there would now be an end 
of the argument. 

Besides, the increase of foreign debt, and 
whatever fall of the exchange it may^ at one 
time, have occasioned, are to be ascribed to 
the abundance and cheapness of our paper ; 
for, if the Bank, when it was liable to pay 
its notes in cashy had enlarged its issues, till 
the market price of Bullion ^ and consequently 
the course of exchange, were materiaUy affected^ 
these circumstances would have compelled 
them to make a diminution in the amount of 
their discounts. That diminution, by rendering 
money more scarce at home, would have pre- 
vented merchants from extending their credits 
abroad, and induced them, a» far as possible, to 
accelerate the payment of those that were be- 
coming due. The effect would have been to- 
assist in improving the foreign exchange, till it 
was restored to its proper level, and, with .it, 
the facility of discount at home to its ordinary 
course«r This increased balance of debt (on 

which 
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which lis 'founded the pretended " balfince of 
paymentSj^ ) is therefore only a further instance 
of the manner in which the harmony of the 
whole system is destroyed by the derangement 
of one of its parts, and an additional reason for 
restoring the value of our paper currency to thip 
4Standard of our coin. 



I will not add to the length of this discussion 
fcy examining more in detail the manner in 
which the interests of the mercantile and ma- 
nufacturing part of the community are likely to 
be aflfected by the continued debasement of our 
currency. That they are not necessarily ex- 
posed to the same injury as is cast upon the 
other classes of the community I am ready to 
admit ; but then let them recollect al4 the ties 
by which they are connected with those classes, 
and that the durable prosperity of the one can- 
not be built upon the distress of the other. 

-The business of a merchant is to buy cheap 
and sell dear. His general wish is to be able, for 
this purpose, to command as large a credit as. 
possible. He must consequently, upon abstract 
principle, be favourable to any system which is 
likely to give facility to the discount of com- 
mercial 
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mercial securities. His interest, therefore, 
appears to be the same as that of the banker ; 
whose profit increases with the extension of 
such discounts. His skill and his success de- 
pend upon his rapidly converting credit into 
goods, and, thereafter, re-selling those goods 
at advanced prices. Generally, therefore, a 
merchant is a large possessor, or creditor of 
produce, and a debtor for a considerable part of 
the sum with which it was purchased. If the 
currency, in which that debt is to be liquidated, 
be progressively decreasing in value, his profit, 
upon every transaction, will be augmented i^i 
proportion to the increased depreciation of the 
currency. But is this the fair profit of trade? 
Are these the gains to which the unsophisti- 
cated meaning of our laws, the clearest principles 
of justice on which they are founded, the sacred 
obligations of publick faith, of which they are 
the pledge, and the rights and interests of the 
whole community are to be sacrificed? Is this 
the description of trade, or rather of gambling, 
which ought to find friends among the real 
merchants, or advocates in the Legislature of this 
country? 

 

Besides, the continued success of such a 
trade depends upon the progressive increase 

of 
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of the depreciation of our currency. In 
the more probable case, of a fluctuating de- 
preciation ; liable to be increased or diminish- 
ed by every change in the councils of the 
Bank; by any extensive or sudden failures 
of Country Banks, or by the doubts and 
suspicions to which all currency, if not 
referable to some established and certain 
criterion of value, must be obnoxious, it 
cannot, I think, be long before every merchant 
if he be really worthy of that name) must wish 
for ^oxxiQ fixed standard^ by which he may ascer- 
tain the value of his commodities^ may regulate 
his purchases and sales, and measure the extent 
of his engagements — before he must be con- 
vinced that paper, " though never issued 
except in the discount of perfectly good hilh^ 
founded in real mercantile transactions^'^ may yet 
be carried to excess— rthat its real use and bene- 
fit (and they cannot be prized too highly) are 
not in what it adds to the currency of a qountry> 
but in what it saves of expense in providing it. 
That from the profit incident to the issues of 
Buch paper, the publiok derive a sufficient secu- 
rity that the wants of our circulation will be 
constantly supplied: — ^but that the full and safe 
enjoyment of this convenience, essentially de^ 

pends 
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pends on the assurance that such paper shall be 
strictly circulating credit ^-^th^t it shall retain 
its value in conformity to our own standard^ 
and thereby, in reference to the currency of 
other countries ; — and that nothing but its inter^ 
changeableness with cash, can now restore that 
assurance, or, at any time, permanently main-^ 
tain it. 



Lastly, is it the interest of the government 
which calls for this system? This question^ 
can hardly be put without seeming to im-* 
ply an admission which every man must be 
anxious to deny-— that there can be an interest 
in the Government separate from that of the 
community. We are told, however, that the taxei^ 
could not be raised — that the loans for carrying 
on the war could not be negociated — ^and that 
the whole of our j&nance is a superstructure, built 
upon the basis of our present paper currency. 
These afeassertions wholly unsupported by proof. 
Why could not the taxes be raised ? How were 
they raised before the restriction ? Would not the 
real wealth and capital of the country, as well 
as its population and industry, continue the 
s^ame ? and what are the taies but a given pro^ 

portion 
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portion of the annual income, which the people 
of this country derive from their soil, their 
industry, and the employment of their 
capitals ? 

It is true that, the price of all articles being 
restored to their proper relative value, the taxes 
upon consumption would, in reality, bear a 
somewhat higher proportion to the prime 
cost of the commodities upon which tiiey 
attach, than they do at present; but not 
higher than they did when they were first im* 
posed. Besides, as this effect would be pro-, 
duced without any real augmentation of bur-* 
then, persons of a fixed income would be able 
to consume more, and those whose incomes 
have increased in proportion to the depreciation 
of money, would not (even shou^ji their in^ 
comes thenceforward be nojuinally diminished 
in the same proportion) be reduced to consume 
less than at present. The case of the assessed 
taxes, it must be admitted, would be somewhatr 
different, some of them partaking of the nature 
of an ad valorem duty; but, upon the whole, 
there could be no very material or permanent 
diminution in their amount. The ad valorem 
ta:?^es upon the transfer of property, such as the 

5iuctio» 
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auction duty*, and the stamps Upon convey«r 
ances, would certainly suffer a nominal diminu* 
tion ; but these branches of the revenue are not 
very considerable in their amount, and are the 
only portion of our permanent income which 

* This duty, in the year ended the 5th of April 1808, pro* 
^uced «^272,570, and in the year ended the 5th of April last, 
«S363,434, b^ing an augmentation oi one third: although, 
certainly in the last year, there was no pressure in the country 
to force property into the market. The auction duty is under the 
management of the excise ; and it is not, perhaps, undeserving tho 
sittentbn of those who may wish to look at the difference in the 
first consequences of a depreciation in the currency of a coua-» 
try, upon th^ prices of labour and property respectively, that, 
whilst the produce of this tax has increased more than 50 percent, 
)nostof the other taxes, in the same collection, being upon general 
consumption, — such as nult, British spirits, candles, soap, and 
glass, have within the same period, been rather decreasing; 
and others, — such as beer, leather, salt, &c. have been very 
nearly stationary. The increased produce of taxes of 
this class must await an increase in the wages and salaries 
of labour and industry, proportionate to the decrease in the 
Value of the currency in which those wages are paid. To 
"whatever degree that increase has alrea^dy taken place, and in 
proportion as it may become general (if the value and standard 
of our money shall remain unsettled), the nominal benefit of it 
will probably be felt in these branches of the publick revenue. 
This appears to me a very strong proof that the effects of a 
depreciation of currency upon all the transactions, and upon al^ 
|be comforts of life^ are not merely imaginary, 

could 
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could be much affected. The property tax, 
being also an ad valorem duty, would be liable to 
some diminution, but as a great part of this tax 
is levied upon persons of fixed incomes, the 
falling off, in the first instance, would not be 
considerable, and would soon be made up by the 
growing wealth of the country*. 

Why could not any loans, that may be neces- 
sary, be negotiated? Is it not the amount of 
capital, compared with the demand for it, and 
not the amount of circulation,, which 'regulates 
the rate of interest in a country ? And what is it 
that supports the publick credit of a country, 
except general confidence in the sufficiency of 
-its resources, and a character for punctuality 
and good faith in its engagements ? Are Bank 
notes not convertible into cashf the test of the 
solidity of our resources ? Are payments made 
in a currency referable to no fixed standard of 
value, the essential criterion of punctuality and 
good faith f 



* I have already observecl in how many ways, and to what 
» degree our publick expenditure is increased by the present 
state of our currency ; and that the savings which form soms 
set off to that increase, are neither honorable, nor just, no* 
likely to be permanent. 

It 
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It is true, that the abundance and cheap* 
cess of our paper have, in the first instance, t 
tendency to raise the price of the publick securi- 
ties, which enables the Government to borrow 
money on terms nominally better; but it is 
equally true that, from these same causes, the , 
amount of the loans requisite for the publick 
service is increased : and who does not see that 
the latter effect compensates the former? It 
does so, in the* very year in which the loans are 
made. But if we consider its operation on pos* 
terity ; if we consider that, in order to effect a 
small nominal saving now in the rate per cent, at 
which our loans are borrowed, we engage to pay 
for all time to come an increased amount of in- 
terest : — ^that we contract to pay the more, be- 
cause that contract is made in depreciated 
paper ; — ^but that those payments are hereafter 
to biS made in undepreciated money; — who 
does not see the improvidence of such a system? 
Who does not see tljat we purchase the shew of 
what/ is at best a fallacious and temporary faci* 
lity, at the ejcpense of a more than necessary 
accumulation of real and permanent burthen ? 
Can any one believe, that considerate men will 
much longer look to the publick funds of the 
country as a safe and proper deposit for any 

permanent 
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permatient provision which they may be enabled 
40 make for their families, if the principles on 
livhich the value of our currency now rests should 
either be countenanced and supported, upon sys- 
tem, as beneficial to the State, or defended and 
continued, as a necessary evil admitting of no 
remedy ? This consideration alone fprms a most 
important part of the subject, with a reference 
to the policy of the present system ; and cannot 
be too seriously weighed by those who must 
ultimately decide upon the whole merits of thi* 
great question. In coming to this decision, let 
them also look to the character and honour of 
the nation, and to the impression which that 
decision will not fail to make in other coun- 
tries. Foreigners will not be influepced, either 
by interest or prejudice, in forming their judg- 
ment respecting the value of our paper. If 
they see all the symptoms of a depreciated cur- 
rency, such as they have witnessed in dif- 
ferent parts of the continent, they will not doubt 
that our paper also is depreciated y and they 
would by degrees conclude (if all foundation for 
such a conclusion be not speedily done away) 
that the change in our money system, by which 
we have virtually made paper a legal tender^ 
(however in its origin the evil may have been 

unsuspected, 
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kihsuspected, or may still be palliated in iti 
progress,) will ultimately produce the same dis- 
asters, which have marked the course and ter- 
mination of similar attempts in other parts of the 
world. Respecting the language, or the pre- 
dictions of our avowed enemy, on this subject, 
I am little soUcitous ; but from the dread and 
mistrust which prevail in every part of Europe, 
of any thing which, in principle, bears so near 
a resemblance to paper money, I am con- 
vinced that the state of our currency, if not 
speedily rectified, will be a source of disquie^ 
tude to all those whose hearts and wishes are 
really with us in this great contest. Nor must we 
allow ourselves to hope that our national charac-^ 
ter for strict integrity, and for a rigid adherence 
to good faith in all our engagements, would not 
suffer by the protracted duration of the present 
derangement in our currency. By a refined, 
and perhaps overstrained sense of our oWir- 
tions in this respect • * . , : 

part of the interest c . ; . - • 

belongs to foreigners fj . . r " 

shall we feel no scrupi ' • 

in a currency, of which  '-^ _,.,i.uii unavoid- 
ably exposes them to a much heavier deduction ? 
How can we expect that our dealings and con- 
tracts 
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tracts will continue to be looked to with the 
same unbounded confidence, and to be held in 
the same high estimation, if that upon which 
they all turn, and by which their amount is 
measured, instead of being accurately ascertained 
and invariably fixed, is referable to no establish*- 
ed standard of value whatever, and liable to 
fluctuations from causes over which the foreigner 
can have no controul ? His apprehensions will 
•oon outstep the reality of the evil, and his spe- 
culations on its future progress will contribute 
to aggravate its present pressure. 

The occurrence of some general alarm, arising 
from preparations, or attempts which may be 
made by the enemy against this country, or pos- 
sibly from some internal cause, should not be 
lost sight of in the consideration of this subject.. 

The difficulties incident to such a stater of 
things, were confined in 1797 to a stagnation of 
sales, and to an interruption of credit in all the 
larger transactions of trade and of the commu- 
nity; but they were not felt in the exchange and 
distribution of commodities, in the common 
dealings by which the daily wants of society are 
supplied. But what would be the result of any 
general interruption of confidence in paper cur- 
rency at the present moment, accompanied as it 

would 
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would necessarily be^ with an anxiety to p^t 
with thaf currency, and a Fefusai to accept it in 
payment for commodities on almost any terms ?* 
In proportion as qonfidence wopld be suspend^ 
ed, would power be substituted to give circu* 
lation to our paper?— from th^ absolute neces* 
mty of the case, I apprehend that it would — and 
what power ? Not indeed that of the state, as in 
despotick countries, but the power, probably, of 
every possessor oC a small note, pressed by his 
own wants and by those of his family^ against the 
possessor of the commodities by which those 
wants might be supplied. 

But I have said enough, perhaps more ♦^ 
enough, both as to the certain and *^' 
consequences of the contin*' 
feel that it is m^" -'*g ^he 

lubject to a closi ^ ue remembered) 

by those whose a . iS to consider this great 
question, that the existence of the evil cannot 
be disguised. It is too late to determine that 
we will not avow it, even to each other: — a 

* Some idea maybe formed of the -'* 
result from such a state c^ ' 

ence which has lately been -''' ^^ ^^^ 

kincrdom in which the coui -, oy wllich their circu- 
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